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THE  MALCOLM  BALDRIGE  NATIONAL  QUALITY 
AWARDS  PROGRAM:  AN  OVERSIGHT  REVIEW 
FROM  ITS  INCEPTION 


WEDNESDAY,  OCTOBER  18,  1995 

House  of  Representatives, 

Committee  on  Science, 
Subcommittee  on  Technology, 

Washington,  D.C. 

The  subcommittee  met  at  11:05  a.m.  in  Room  2318  of  the  Ray- 
burn  House  Office  Building,  the  Honorable  Constance  A.  Morella, 
chairwoman  of  the  subcommittee,  presiding. 

Mrs.  Morella.  The  meeting  is  now  going  to  come  to  order,  the 
briefing.  I  want  to  apologize  for  the  delay.  During  this  time  we 
tried  to  get  three  hours  into  every  one  hour  that  we  have,  and  we 
have  had  so  many  meetings  going  on,  obviously  the  one  I  was  at 
was  on  an  important  issue  called  Medicare.  But  I  thank  you  very 
much  for  your  patience  and  I  thank  you  for  being  here. 

I  have  looked  forward  to  this  hearing  on  something  that  is  dear 
to  my  heart,  and  that  is  the  Malcolm  Baldrige  Quality  Awards  Pro- 
gram. 

So,  I  welcome  you  and  look  forward  to  hearing  from  our  distin- 
guished panelists. 

As  the  United  States  is  faced  with  increasing  competition  in  the 
global  marketplace,  the  development  of  effective  quality  methods 
have  helped  our  Nation's  industries  to  maintain  their  market 
share. 

These  quality  methods  have  led  to  greater  process  control,  more 
efficient  quality  cost  measurements  and  controls,  better  quality 
management,  and  less  manufacturing  defects. 

The  promotion  of  the  uses  of  quality  principles,  concepts,  and 
technologies  have  allowed  us  to  expand  our  productivity  and  make 
our  Nation's  businesses  extremely  competitive. 

One  such  method  to  generate  awareness  and  interest  in  total 
quality  principles  and  to  encourage  our  United  States  businesses  to 
produce  quality  products  and  services  that  are  globally  competitive 
is  the  Malcolm  Baldrige  National  Quality  Award. 

The  Award  was  established  in  1987  by  legislation  originating  in 
this  Science  Committee,  and  I  served  on  the  Science  Committee  at 
that  time,  and  it  was  named  after  the  late  Secretary  of  Commerce 
who  was  tragically  killed  in  a  rodeo  accident. 

To  win  the  Award  is  no  small  achievement.  Companies  who 
apply  must  be  prepared  for  a  rigorous  examination  of  their  entire 
operations,  including  on-site  visits,  and  they  must  be  prepared  to 

(1) 


demonstrate  a  commitment  to  strive  for  continual  improvement  in 
all  aspects  of  their  organization. 

However,  winning  the  Award  is  only  a  part  of  the  objective  of  the 
Program.  The  application  process  itself  has  proven  to  be  a  valuable 
learning  experience  for  those  companies  striving  for  quality  im- 
provement. 

Winning  companies  have  also  served  as  models  for  other  compa- 
nies seeking  to  improve. 

As  a  result  of  adherence  to  the  Baldrige  Award  principles,  par- 
ticipating companies  have  created  a  framework  by  which  to  meas- 
ure their  business  success,  set  clear  directions  and  share  account- 
ability, and  I  understand  that  past  Award  recipients  have  utilized 
the  Award's  major  tenets  and  selection  criteria  to  develop  a  com- 
mitment to  quality  and  increased  competitiveness. 

The  Baldrige  Award  is  managed  by  the  National  Institute  of 
Standards  and  Technology.  In  this  Congress,  this  Committee  and 
the  House  have  taken  an  aggressive  stance  to  ensure  that  core 
science  programs  at  NIST,  including  the  Baldrige  Award  Program, 
are  authorized  at  full  Program  levels.  And  I  certainly  support  that 
objective. 

The  Committee  reported  out  a  NIST  authorization  bill  which 
moves  the  Baldrige  program  into  the  core  Scientific  and  Technical 
Research  Services  Account,  and  provides  $3.4  million  for  Fiscal 
Year  1996. 

The  authorized  $3.4  million  fully  funds  all  of  the  current  compo- 
nents of  the  program  and  meets  the  Administration's  program 
budget  request. 

With  our  budgetary  commitment  to  increase  NIST's  core  budget, 
we  must  continue  to  utilize  our  oversight  functions  over  NIST,  as 
well  as  over  all  the  agencies  in  the  Committee's  jurisdiction. 

At  the  request  of  Chairman  Walker,  we  will  be  conducting  over- 
sight reviews  of  all  the  Committee's  programs  and  agencies.  Con- 
sequently, the  Technology  Subcommittee  is  undertaking,  as  you 
know,  a  thorough  review  of  all  aspects  of  NIST's  functions,  includ- 
ing today's  hearing  on  the  Malcolm  Baldrige  Quality  Award  activi- 
ties. 

We  are  fortunate  today  to  have  representatives  from  two  1995 
award  winners,  just  announced  this  Monday,  from  Armstrong 
World  Industries,  Incorporated,  and  Corning,  Incorporated. 

Congratulations  to  those  companies. 

These  two  companies  received  the  Award  after  having  been  eval- 
uated in  seven  criteria,  leadership,  information  and  analysis,  stra- 
tegic quality  planning,  human  resources,  quality  assurance,  quality 
results,  and  customer  satisfaction. 

Again,  I  congratulate  Armstrong  and  Corning  on  this  great  honor 
and  look  forward  to  hearing  their  insights  into  the  Award  process. 

They  will  be  joined  in  the  first  panel  by  Dr.  Joseph  Juran  of  the 
Juran  Institute,  Incorporated,  who  is  widely  regarded  as  the  Na- 
tion's preeminent  leader  in  quality  promotion;  Mr.  John  Hudiburg, 
former  CEO  of  Florida  Power  &  Light,  and  a  founder  of  the 
Baldrige  foundation;  and  Mr.  Ray  Stata  from  Analog  Devices  who 
chaired  a  review  of  the  Baldrige  program  conducted  by  the  Council 
on  Competitiveness. 


The  witnesses  on  the  second  panel  include  Mr.  Curt  Reimann, 
Director  of  Quality  Programs  at  NIST;  the  Honorable  Clarence 
"Bud"  Brown,  former  Deputy  Secretary  of  Commerce;  Ms.  Ellen 
Gaucher  from  the  University  of  Michigan  Hospitals;  and  Mr.  John 
Evans  from  the  University  of  North  Carolina  at  Chapel  Hill.  Panel 
Two  will  be  able  to  discuss  the  current  administration  of  the 
Baldrige  program,  the  original  principles  guiding  its  creation;  and 
the  proposed  expansion  of  award  categories  into  health  care  and 
education  beyond  the  current  three  categories  of  manufacturing, 
small  business,  and  service. 

So  I  want  to  thank  the  panelists.  I  think  it  will  be  a  very  inter- 
esting hearing.  I  want  to  thank  the  panelists  for  their  attention 
and  attendance  today,  and  we  will  move  on  with  the  hearing. 

We  are  going  to  be  having  a  vote,  but  I  would  like  to  allow  any 
opening  statements  by  our  surrogate  Ranking  Member,  Ms.  Eddie 
Bernice  Johnson. 

Ms.  Johnson.  Thank  you  very  much,  Madam  Chairman,  and 
thank  you  for  calling  this  hearing. 

I  would  like  to  add  my  welcome  to  everyone  at  the  hearing,  and 
the  panelists.  This  Committee  has  strongly  supported  the  Malcolm 
Baldrige  Quality  Award  Program  in  the  past  and  has  continued  its 
support  for  this  program  in  this  Congress. 

Established  in  1987  as  a  part  of  the  Omnibus  Trade  Bill,  the 
Baldrige  Award  is  noted  as  a  recognition  that  a  renewed  interest 
on  quality  was  no  longer  an  option  for  American  companies,  but  in- 
stead a  necessity. 

An  ever-growing  world  marketplace  was  and  is  demanding  qual- 
ity goods  and  services.  The  Baldrige  Award  not  only  recognizes 
companies  that  embrace  good  quality  management  practices,  but 
also  promotes  the  spread  of  these  quality  goals  throughout  the 
business  community. 

Winners  of  the  Baldrige  Award  have  shown  impressive  results. 
A  good  example  is  the  1988  winner,  Globe  Metallurgical,  that  has 
expanded  exports  from  2  to  20  percent  of  sales  from  1988  to  1992, 
while  their  overall  sales  grew  by  24  percent. 

Another  impressive  1988  winner.  Motorola,  reduced  manufactur- 
ing defects,  thereby  saving  more  than  $4.6  billion  in  manufacturing 
costs  since  1987. 

And,  Federal  Express  Corporation  in  1990,  winner  of  the  Award, 
has  implemented  quality  action  teams  that  have  saved  the  com- 
pany almost  $29  million. 

And  perhaps  even  more  importantly,  these  companies  then  share 
what  they  have  learned  about  quality  management  practices  with 
other  businesses. 

The  question  before  the  Subcommittee  today,  and  the  question 
that  has  been  facing  us  throughout  this  session  of  Congress  as  we 
work  to  balance  the  Federal  budget,  is. 

Do  specific  programs  justify  continued  Federal  support? 

If  so,  we  must  still  ask  tough  questions  about  those  programs. 
How  can  a  program  operate  more  effectively  and  efficiently? 

What  is  the  minimum  amount  of  Federal  support  that  is  re- 
quired? 

Does  the  program  leverage  a  significant  amount  of  private-sector 
funding? 


And,  is  the  government  investment  providing  a  substantial  re- 
turn to  the  Taxpayer  in  terms  of  economic  growth  and  economic  se- 
curity. 

I  welcome  the  opportunity  to  discuss  these  issues  today,  and  I 
want  to  thank  again  my  Chairlady. 

Madam  Chairwoman,  our  Ranking  Member,  Mr.  Brown,  is  not 
able  to  attend  this  morning's  hearing,  but  I  would  like  to  ask  unan- 
imous consent  for  his  statement  to  be  included  in  the  record. 

Mrs.  MORELLA.  Without  objection,  it  will  certainly  be  included  in 
the  record. 

Ms.  Johnson.  Thank  you. 

[The  statement  of  Mr.  Brown  follows:] 

Opening  Statement  of  Hon.  George  E.  Brown 

Madame  Chairwoman:  I  wish  to  congratulate  you  for  continuing  the  Subcommit- 
tee's tradition  of  honoring  the  current  winners  of  the  Malcolm  Baldridge  Quality 
Award  and  of  giving  them  a  chance  to  share  with  us  the  reasons  for  their  success. 
This  is  an  important  tradition,  and  I  have  learned  much  each  year.  As  you  are 
aware,  winners  of  the  Malcolm  Baldridge  Award  are  expected  to  help  spread  the 
quality  message.  What  better  place  to  start  than  with  the  U.S.  Congress.  I  only  hope 
it  is  not  too  late. 

The  second  half  of  each  of  our  preceding  Baldridge  hearings  has  focused  on  an 
important  issue  related  to  quality.  We  have  generally  focused  on  broad  issues  like 
the  role  of  total  quality  management  in  government,  in  education,  or  in  the  service 
industry. 

Over  the  years  we  have  learned  that  there  is  probably  no  area  of  our  lives  that 
cannot  benefit  from  the  rigorous  analysis  total  quality  management  provides.  There 
are  billions  to  be  saved  in  our  schools  and  our  medical  institutions — and  in  govern- 
ment— by  applying  to  them  the  same  principles,  the  same  single-minded  focus  on 
customers,  and  the  total  commitment  to  continuous  improvement  that  are  the  hall- 
marks of  the  Baldridge  program. 

Unfortunately,  today's  main  issue  is  the  survival  of  the  Baldridge  program  as  we 
know  it  because  of  undemocratic  actions  by  the  House  Leadership.  Earlier  this  year, 
the  House  Budget  Committee  recommended  immediately  cutting  off  all  Federal  sup- 
port for  the  Baldridge  program.  This  would  have  meant  terminating  the  pilot  pro- 
grams in  health  and  education  and  would  have  thrown  the  current  awards  program 
into  a  financial  crisis  until  such  time  as  alternative  funding  could  be  found. 

This  move  would  at  most  save  the  average  taxpayer  a  penny  or  two,  but  in  return 
we  would  put  at  risk  what,  dollar  for  dollar,  has  been  this  Committee's  most  impor- 
tant achievement.  At  a  cost  since  its  inception  of  a  nickel  per  taxpayer,  this  program 
has  been  the  catalyst  for  the  nation's  quality  movement.  The  quality  movement,  in 
turn,  has  helped  return  us  to  an  internationally  competitive  position  in  many  indus- 
tries and  has  improved  the  quality  of  almost  everything  we  buy.  I  challenge  my  col- 
leagues to  find  another  nickel  they  have  spent  that  has  done  as  much  good. 

I  am  proud  that  our  Committee  did  not  follow  the  Budget  Committee's  lead  and, 
in  a  bipartisan  move,  adopted  Mrs.  Morella's  amendment  to  continue  support  for 
this  important  program.  However,  my  pride  is  subsumed  by  my  outrage  that  the 
House  leadership  buried  new  language  in  the  budget  reconciliation  act  to  defund  the 
Baldridge  Award.  This  was  done  without  consulting  the  quality  community,  the  pri- 
vate sector  Baldridge  board  of  directors,  the  business  community,  the  authors  of  the 
original  legislation,  or  the  agency  which  administers  the  program.  It  was  done  with- 
out the  benefit  of  public  discussion  or  hearings  and  in  complete  disregard  to  the  leg- 
islation reported  by  this  Committee. 

Can  this  ill-considered  move  be  reversed?  I  fear  not.  Reports  from  the  Republican 
leadership  suggest  that  the  rule  for  consideration  of  the  Budget  Reconciliation  Act 
will  protect  the  language  striking  the  Baldridge  Award.  These  undemocratic  proce- 
dures— first  to  undo  the  considered  actions  of  the  Committee  of  jurisdiction  and 
then  to  protect  this  midnight  raid  through  a  rule  that  precludes  Committee  mem- 
bers from  making  their  case  to  the  Congress  as  a  whole  and  the  Nation — are  simply 
the  most  recent  outrageous  abuses  of  process  in  this  Congress. 

How  fitting  then,  that  today  we  hold  a  hearing  on  a  program  the  Republican  lead- 
ership has  already  decided  they  want  to  terminate.  Senator  Levin  was  correct  when 
he  characterized  this  legislative  process  as  ready,  fire,  aim.  We  have  come  here 
today  not  to  praise  the  Baldridge  program,  but  to  bury  it. 


Mrs.  MORELLA.  We  are  going  to  have  a  vote  which  will  take  place 
in  about  11  minutes,  but  I  would  like  to  get  started  and  begin  tc 
hear  for  instance  Dr.  Juran,  if  you  could  start  us  off. 

I  think  we  have  asked  the  witnesses  if  they  would  try  to  confine 
their  remarks  to  as  close  to  two  minutes  as  possible.  I  know  that 
we  have  extensive  testimony  which  will  be  included  in  its  entirety 
in  the  record,  and  that  will  also  give  us  an  opportunity  to  then  ask 
some  questions. 

So,  I  think  maybe  we  will  be  able  to  hear  Dr.  Juran  before  we 
go  off  and  vote.  Then  if  you  would  wait,  we  will  be  right  back  right 
after  the  vote. 

Dr.  Juran,  thank  you  for  being  here.  I  know  you  have  had  70 
years  in  this  kind  of  work  of  management. 

STATEMENT  OF  J.M.  JURAN,  CHAIRMAN  EMERITUS,  JURAN 
INSTITUTE,  INC. 

Dr.  Juran.  Thank  you  for  the  opportunity  to  testify  before  your 
Committee. 

We  are  in  a  quality  crisis.  We  are  in  this  crisis  because  we  have 
been  out-performed,  notably  by  the  Japanese  revolution  in  quality. 
That  revolution  enabled  them  to  invade  our  markets  with  great 
benefit  to  our  consumers. 

However,  we  also  endured  great  damage.  Our  companies  lost 
large  shares  of  the  market.  We  exported  huge  numbers  of  jobs.  We 
suffered  a  severe  adverse  trade  balance. 

Following  some  long  delays,  many  of  our  industrial  companies 
launched  counter-revolutions.  A  few  of  these  companies,  including 
Baldrige  Award  winners,  were  stunningly  successful.  They  have  be- 
come our  role  models. 

Our  industrial  sector  is  now  in  the  process  of  scaling  up.  It  will 
be  well  into  the  next  Century  before  this  scaling  up  is  complete, 
but  the  end  result  will  be  to  make  "Made  In  U.S.A"  a  sjonbol  of 
quality  leadership.  Then,  the  force  of  "Buy  American"  will  assert  it- 
self and  will  enable  us  to  regain  market  share,  bring  back  many 
jobs,  and  wipe  out  the  bulk  of  our  trade  deficit. 

The  Baldrige  Award  activities  have  contributed  much  to  this 
progress  in  the  industrial  sector.  They  have  identified  many  of  the 
role  models — that  is  a  big  accomplishment.  And,  they  have  dissemi- 
nated the  lessons  learned,  the  strategies  used  by  the  role  models 
to  get  those  stunning  results. 

I  have  been  especially  gratified  by  the  steps  being  taken  by  N- 
I-S-T,  NIST,  to  extend  the  Baldrige  Award  to  three  of  our  giant  in- 
dustries of  health  care,  education,  and  government. 

Those  industries  have  been  late  getting  into  quality  improve- 
ment, but  now  they  are  on  the  move.  Making  them  eligible  for  the 
Baldrige  Award  will  be  a  welcome  stimulus,  and  I  strongly  urge 
this  Committee  to  help  bring  this  about. 

We  also  face  the  need  to  explain  to  the  leaders  in  certain  sectors 
of  our  economy  the  fact  that  quality  has  moved  to  center  stage. 

In  my  view,  the  Japanese  Revolution  in  quality  is  an  historic 
event  of  enormous  importance.  It  enabled  Japan  to  emerge  as  an 
economic  superpower.  That  would  not  have  happened  without  their 
quality  revolution. 


Yet,  this  fact  has  not  been  grasped  by  many  of  our  economists 
hnancial  experts,  national  legislators,  senior  government  adminis- 
trators, the  media,  and  still  others. 

We  do  need  a  counter-revolution,  and  the  Baldrige  Award  has 
been  a  significant  aid  to  that.  We  should  not  abolish  the  Baldrige 
Award;  we  should  support  it  to  help  that  counter-revolution. 

That  concludes  my  prepared  statement,  Madam  Chairman,  and 
I  am  open  to  questions. 

[The  prepared  statement  of  Mr.  Juran  follows:] 


Testimony  of  J.  M.  Juran 
Chairman  Emeritus,  Juran  Institute,  Inc. 

Extension  of  Remarks 

Madame  Chairwoman: 

Thank  you  for  the  opportunity  to  share  with  your  committee  some  observations 
based  on  over  70  years  experience  in  the  field  of  managing  for  quality. 

I  propose  to  address  the  following  topics: 

•  Our  lack  of  competitiveness  in  quality  is  doing  a  lot  of  damage  to  our 
national  economy. 

•  How  we  got  into  this  mess. 

•  What  we  must  do  to  get  out  of  this  mess. 

•  The  relation  of  all  this  to  the  Malcolm  Baldrige  National  Quality 
Award. 

•  How  the  Congressional  Committees  can  help  out. 

The  Mess  We  Are  In 

To  minimize  rambling,  I  will  focus  on  the  automotive  sector  of  our  economy. 
In  that  sector  our  consumers  have  benefitted  greatly  from  the  superior  quality  and 
value  of  foreign  imports.  However,  our  companies  in  that  sector  have  suffered 
severe  losses  in  share  of  market,  resulting  in  export  of  huge  numbers  of  jobs. 
That  same  sector  is  also  responsible  for  the  bulk  of  our  adverse  trade  balance. 

How  Did  We  Get  Into  This  Mess? 

We  are  in  this  mess  because  we  have  been  outperformed  in  quality  by  foreign 
competitors,  notably  the  Japanese. 

Following  World  War  IT  the  Japanese  launched  a  quality  revolution  which  had 
no  precedent  in  industrial  history.   It  took  them  several  decades  to  bring  off  that 


Testimony  of  J.  M.  Juran 
Chairman  Emeritus,  Juran  Institute,  Inc. 

Executive  Summary 

Madame  Chairwoman: 

Thank  you  for  the  opportunity  to  testify  before  your  committee. 

We  are  in  a  quality  crisis.  We  are  in  this  crisis  because  we  have  been  outperformed, 
notably  by  the  Japanese  revolution  in  quality.  That  revolution  enabled  them  to  invade  our 
markets,  with  great  benefit  to  our  consumers.  However,  we  also  endured  great  damage. 
Our  companies  lost  large  shares  of  market.  We  exported  huge  numbers  of  jobs.  We 
suffered  a  severe  adverse  trade  balance. 

Following  some  long  delays,  many  of  our  industrial  companies  launched  counter- 
revolutions. A  few  of  these  companies,  including  Baldrige  Award  winners,  were 
stunningly  successful;  they  have  become  our  role  models.  Our  industrial  sector  is  now 
in  the  process  of  scaling  up.  It  will  be  well  into  the  next  century  before  this  scaling  up 
is  complete,  but  the  end  result  will  be  to  make  "Made  in  USA"  a  symbol  of  quality 
leadership.  The  force  of  "Buy  American"  will  then  assert  itself,  and  will  enable  us  to 
regain  market  share,  bring  back  many  jobs,  and  wipe  out  the  bulk  of  our  trade  deficit. 

The  Baldrige  Award  activities  have  contributed  much  to  this  progress  in  the  industrial 
sector.  They  have  identified  many  of  the  role  models  and  have  disseminated  the  lessons 
learned— the  strategies  used  by  the  role  models  to  get  those  stunning  results.  I  have  been 
especially  gratified  by  the  steps  being  taken  by  NIST  to  extend  the  Baldrige  Award  to 
three  of  our  giant  industries:  health  care,  education,  and  government.  Those  industries 
have  been  late  getting  into  quality  improvement,  but  now  they  are  on  the  move.  Making 
them  eligible  for  the  Baldrige  Award  will  be  a  welcome  stimulus.  I  strongly  urge  this 
committee  to  help  bring  this  about. 

We  also  face  the  need  to  explain  to  the  leaders  in  certain  sectors  of  our  economy  the 
fact  that  quality  has  moved  to  center  stage.  In  my  view,  the  Japanese  revolution  in 
quality  is  an  historic  event  of  enormous  importance,  since  it  enabled  Japan  to  emerge  as 
an  economic  superpower.  Yet  this  fact  has  not  been  grasped  by  many  of  our  economists, 
financial  experts,  national  legislators,  senior  government  administrators,  the  media,  and 
still  others.  Madame  Chairwoman,  as  applied  to  people  in  government,  I  stand  ready  to 
help  get  that  message  across,  on  a  pro  bono  basis. 

That  concludes  my  prepared  statement,  and  now  I  am  open  to  questions. 


revolution,  but  the  end  result  was  to  make  Japan  the  world  quality  leader.  The 
resulting  quality  leadership,  more  than  any  other  factor,  enabled  Japan  to  emerge 
as  an  economic  superpower. 

Let  me  now  elaborate  why  the  Japanese  did  launch  such  a  quality  revolution 
and  why  we  did  not. 

Early  in  the  century  the  Japanese  leadership  dreamed  of  finding  a  place  in  the 
sun  through  military  conquest.  That  dream  came  to  an  end  with  the  defeat  during 
World  War  U.  They  still  wanted  a  place  in  the  sun,  but  now  it  would  have  to  be 
achieved  through  trade.  Trade  meant  export,  since  their  domestic  affluence  was 
still  at  a  low  level.  However,  the  post-war  Japanese  managers  soon  ran  into  a 
roadblock.  The  West  was  wary  of  buying  Japanese  goods  because  of  Japan's  pre- 
war reputation  as  an  exporter  of  shoddy  goods. 

The  inability  to  sell  their  products  forced  the  Japanese  chief  executives  to  take 
charge  of  managing  for  quality.  Improving  quality  became  a  top  priority  as  a 
means  of  overcoming  their  poor  quality  reputation.  The  shock  of  losing  the  war 
had  opened  their  minds  and  made  them  willing  to  design  and  adopt  new  ways  of 
managing  for  quality. 

Japan's  early  exports  of  automobiles  were  based  on  price  competition,  not 
quality  competition.  Then,  as  Japanese  quality  improved,  American  dealers  and 
consumers  discovered  that  the  imports  had  lower  field  failure  rates  than  the 
domestic  models.  As  this  gap  grew,  there  emerged  a  widespread  perception  that 
the  imports  offered  better  quality  and  value.  For  many  consumers,  that  perception 
was  enough  to  overcome  their  natural  preference  to  "buy  American."  Most 
Americans  do  prefer  to  buy  American,  all  other  things  being  equal,  but  other 
things  were  no  longer  equal. 

If  a  quality  revolution  is  all  that  wonderful,  why  didn't  our  American  auto 
companies  create  one?  In  my  view,  the  principal  reason  was  that  the  American 
CEOs  saw  no  reason  for  doing  so.  At  the  end  of  World  War  II,  it  was  no 
problem  to  sell  automobiles.  There  was  a  huge  shortage— no  autos  had  been  made 
during  the  war  years,  and  meanwhile  overtime  work  in  defense  factories  had  built 
up  a  huge  hoard  of  purchasing  power.  So  the  top  priority  was  not  quality— it  was 
meeting  the  production  schedules  and  gaining  share  of  market. 

A  major  contributor  to  the  emerging  quality  crisis  was  the  lack  of  an  executive 
scoreboard  on  how  quality  was  perceived  by  the  consumers.  The  CEOs  simply 
had  no  way  of  knowing  that  they  were  being  overtaken  by  Japanese  competition 
in  quality  and  that  the  emerging  quality  superiority  was  a  major  reason  for  the 
decline  in  market  share.    In  due  course  our  CEOs  did  learn  that  their  loss  in 
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market  share  was  due  to  the  superior  quality  of  the  imports.   By  then  it  was  late 
in  the  day. 


So  What  Ought  We  To  Do 

The  surprising  fact  is  that  we  already  know  what  to  do  in  order  to  close  the 
quality  gap.  That  knowledge  has  come  to  us  not  from  philosophic  reasoning— it 
has  come  from  our  role  models— those  few  companies  that  have  launched 
successful  quality  revolutions  and  have  become  quality  leaders.  Some  of  them, 
notably  Baldrige  Award  winners,  have  published  their  results,  which  are  stunning. 
They  have  also  published  their  strategies— the  methods  they  used  to  get  those 
results.  Analysis  of  those  methods  shows  that  there  is  much  commonality.  The 
key  strategies  are  known  to  include  the  following: 

•  The  upper  managers  took  charge  of  managing  for  quality. 

•  The  top  priority  became  customer  focus. 

•  The  companies  mobilized  to  carry  on  quality  improvement,  year  after 
year,  at  a  revolutionary  pace. 

•  Means  were  provided  for  employee  participation,  at  all  levels,  in 
quality  planning,  improvement,  and  control. 

Beyond  those  key  strategies,  there  is  a  long  list  of  others.  Collectively  they 
have  come  to  be  known  as  Total  Quality  Management  (TQM).  TQM  is  simply  a 
label  for  the  list  of  strategies  needed  to  take  a  company  to  quality  leadership.  In 
my  opinion,  the  best  such  list  right  now  is  the  list  of  criteria  used  to  judge 
applications  for  the  Baldrige  Award. 


The  Relation  to  the  Baldrige  Award 

Let  me  now  turn  to  the  relation  of  all  this  to  the  Baldrige  Award.  Eight  years 
of  experience  with  the  Award  have  confirmed  the  value  of  the  original  concept, 
but  there  have  also  been  some  surprises.  The  number  of  applicants  for  the  Award 
has  been  well  below  expectations,  but  in  other  respects  the  activity  have  gone  far 
beyond  expectation. 

Dissemination  of  the  results  achieved  by  the  Award  winners,  along  with  the 
means  used  to  get  those  results,  has  provided  us  with  lessons  learned,  and  the 
effect  on  practicing  managers  has  been  profound.    For  such  managers,  nothing 
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conveys  as  much  conviction  as  results  achieved  and  explained  by  the  very  people 
who  faced  the  realities. 

Over  a  million  companies  have  requested  copies  of  the  application  forms.  We 
know  that  a  great  many  of  these  companies  have  used  these  forms  for  self- 
assessment  to  identify  their  strengths  and  weaknesses  so  that  they  can  design  their 
strategies  accordingly. 

A  further  surprise  has  been  the  proliferation  of  national  quality  awards  as  well 
as  regional  and  local  quality  awards,  both  here  and  abroad.  Most  of  these  have 
adopted  many  or  all  of  the  Baldrige  Award  criteria.  Here  in  the  United  States, 
many  of  the  states  and  regions  have  looked  to  NIST  for  assistance  in  creating  their 
awards  and  in  designing  their  plans  for  administration. 

Let  me  add  some  observations  about  NIST's  administration  of  the  Baldrige 
Award.  I  have  some  qualifications  here— I  participated  in  the  creation  of  the 
Award;  I  served  for  four  years  on  the  Board  of  Overseers;  I  participated  actively 
in  the  conferences  and  in  other  ways. 

I  have  been  much  impressed  by  the  way  in  which  NIST  rose  to  the  challenge 
of  administering  a  National  Award  for  which  there  was  no  precedent— the 
thorough  training  of  examiners,  the  care  taken  to  avoid  conflicts  of  interest  or 
political  interference.  The  administration  has  even  included  a  policy  of  annual 
improvement  based  on  feedbacks  and  experience.  In  addition,  NIST  has  been 
generous  in  sharing  its  experience  during  the  proliferation  phase  of  state  and 
regional  quality  awards. 

I  have  been  especially  gratified  by  the  steps  being  taken  by  NIST  to  extend  the 
Baldrige  Award  to  three  of  our  giant  industries:  health  care,  education,  and 
government.  I  hope  that  this  committee  will  use  its  influence  to  help  bring  this 
about.  Those  industries  have  been  late  getting  into  quality  improvement,  but  now 
they  are  on  the  move.  Making  them  eligible  for  the  Baldrige  Award  will  be  a 
welcome  stimulus. 

I  am  not  going  to  comment  on  the  details  of  government  funding  for  the 
Award — I  must  leave  that  to  those  who  are  up-to-date.  However,  I  have  reviewed 
some  of  the  materials  which  NIST  has  prepared  for  its  hearings,  and  they  seem 
persuasive  to  me.  I  should  add  that  my  confidence  has  included  a  grant  of 
$100,000  by  Juran  Foundation  to  the  Foundation  for  the  Baldrige  Award. 
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How  the  Congressional  Committees  Can  Help  Out 

I  trust  that  no  one  contemplates  repealing  the  Act  which  created  the  National 
Quality  Award.  The  stimulus  provided  by  awards  for  high  levels  of  achievement 
is  all  around  us— the  Olympic  Games,  the  Nobel  Prizes,  the  National  Medals  for 
Science  and  Technology,  and  so  on. 

Of  course  the  Balridge  Award  does  receive  government  financing,  and  we  are 
in  a  time  of  close  scrutiny  of  government  operations  and  expenditures.  I  wish  I 
could  be  helpful  in  this  area,  but  I  am  not  sufficiently  up  to  date  to  have  a  useful 
opinion.  I  can  however  point  out  that  during  my  four  years  on  the  Board  of 
Overseers,  it  was  my  perception  that  NIST  exercised  fiscal  restraint  while 
developing  its  expertise  in  the  field  of  quality.  I  have  no  reason  to  believe  that  this 
has  changed. 

There  is  one  potential  source  of  funding  that  to  my  knowledge  has  not  been 
fully  explored— grants  from  philanthropic  Foundations.  An  example  with  which 
I  am  familiar  is  a  grant  made  by  the  John  A.  McArthur  Foundation  to  the  Harvard 
Community  Health  Plan,  for  the  purpose  of  developing  demonstration  cases  in  the 
health  care  industry.  The  resulting  research  produced  quality  improvements  in  a 
sample  of  21  hospitals,  and  resulted  in  publication  of  the  book  "Curing  Health 
Care."   That  book  has  become  quite  influential  in  that  industry. 

As  I  noted  earlier,  we  need  to  step  up  the  pace  of  quality  improvement  in 
health  care,  education,  and  government.  If  we  make  those  industries  eligible  for 
the  Baldrige  Award  it  would  provide  a  powerful  stimulus.  I  hope  that  the 
Congressional  Committees  will  respond  to  this  need. 


Summary  and  Prognosis 

Finally,  let  me  summarize  and  offer  a  bit  of  prognosis. 

We  are  in  trouble  in  quality  chiefly  because  we  have  been  outperformed  by  the 
Japanese.  They  began  their  quality  revolution  during  the  late  1940s.  Three 
decades  later  they  were  acknowledged  to  be  the  world  quality  leaders.  That 
revolution  was  the  major  reason  for  their  emergence  as  an  economic  superpower. 

We  were  slow  to  realize  what  was  going  on,  and  slow  to  respond.  Our  quality 
revolution  didn't  really  get  underway  until  the  1980s.  During  that  decade  our  role 
models  emerged,  along  with  lessons  learned— what  needs  to  be  done  to  achieve 
quality  leadership.  Those  lessons  learned  are  being  disseminated,  notably  by  the 
activities  associated  with  the  Baldrige  Award. 
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We  are  now  in  the  process  of  scaling  up.  Our  huge  economy  has  a  huge 
turning  radius,  so  we  can  expect  it  will  be  well  into  the  next  century  before  Made 
in  America  is  widely  accepted  as  a  symbol  of  quality  leadership.  Reaching  that 
goal  will  restore  the  mighty  force  of  "Buy  American,"  with  benefits  which  are 
simply  staggering— regaining  market  share,  bringing  back  the  jobs  we  exported, 
and  wiping  out  the  bulk  of  our  trade  deficit— all  without  making  our  consumers 
unhappy. 

Of  course  we  will  face  determined  competition,  especially  from  he  Japanese 
and  the  countries  of  Southeast  Asia.  However,  our  role  models  have  proved  that 
quality  leadership  is  achievable  in  our  culture.    If  they  did  it,  it  is  doable. 

In  the  case  of  Europe,  their  companies  are  preoccupied  with  getting  certified 
to  the  ISO  9000  series  of  standards.  Such  certification  gives  a  company  a  de  facto 
license  to  market  its  products  in  Europe,  but  it  does  not  bring  a  company  to  quality 
leadership. 

We  also  face  the  need  to  explain  to  the  leaders  in  certain  sectors  of  our 
economy  the  fact  that  quality  has  moved  to  center  stage.  In  my  view,  the  Japanese 
revolution  in  quality  is  an  historic  event  of  enormous  importance,  since  it  enabled 
Japan  to  emerge  as  an  economic  superpower.  Yet  to  my  knowledge,  this  fact  has 
not  been  grasped  by  the  bulk  of  our  economists,  financial  experts,  national 
legislators,  senior  government  administrators,  the  media,  and  still  others.  Madame 
Chairwoman,  as  applied  to  people  in  government,  I  stand  ready  to  help  get  that 
message  across,  on  a  pro  bono  basis. 

In  conclusion,  Madame  Chairwoman,  let  me  recall  the  staggering  benefits 
which  are  waiting  for  us  as  we  go  forward  with  our  own  quality  revolution: 

•  Regaining  market  share 

•  Bringing  back  the  jobs  we  exported 

•  Wiping  out  the  bulk  of  our  trade  deficit 

Those  are  goals  which  deserve  the  unified  support  of  all  of  us.  The  activities 
surrounding  the  Baldrige  Award  have  been  a  valuable  contribution  toward  reaching 
those  goals.    I  urge  your  committee  to  support  them  for  the  years  ahead. 

Madame  Chairwoman,  that  concludes  my  prepared  statement,  and  now  I  will 
be  glad  to  respond  to  questions. 
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My  name  is  Joseph  M.  Juran.  I  have  been  associated  with  managing  for 
quality  ever  since  1924 — for  over  70  years.  During  those  decades  I  have  served 
as  an  engineer,  industrial  manager,  government  administrator,  college  professor, 
corporate  director,  and  free-lance  author  and  consultant.  During  those  same 
decades  I  have  published  numerous  reference  books,  training  texts,  and  other 
contributions  to  the  literature  on  the  subject  of  quality.  Collectively,  these  have 
been  translated  into  16  languages.  I  have  lectured  extensively  in  over  40  countries 
and  provided  consulting  services  in  many  of  them.  Ever  since  the  1950s  I  have 
been  a  close,  first-hand  observer  of  the  Japanese  quality  revolution,  and  to  a 
modest  degree,  one  of  the  architects  of  that  revolution. 

All  those  activities  have  earned  me  about  50  medals  and  other  honors 
internationally.  These  include  the  Japanese  Order  of  the  Sacred  Treasure,  awarded 
by  the  Emperor  of  Japan,  and  the  U.S.  National  Medal  of  Technology,  awarded 
by  the  President  of  the  United  States. 
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Mrs.  MORELLA.  Thank  you,  Dr.  Juran. 

We  will  now  adjourn  temporarily,  or  recess,  to  vote,  but  I  can 
certainly  see  your  managerial  powers  because  you  have  given  us  an 
extension  of  remarks,  an  executive  summary,  and  then  full  testi- 
mony. Congratulations. 

[Recess.] 

Mrs.  MORELLA.  We  will  now  reconvene.  Thank  you  again  for  your 
patience. 

Mr.  Hudiburg,  may  we  hear  your  testimony. 

STATEMENT  OF  JOHN  J.  HUDIBURG,  MBA  FOUNDATION 
DIRECTOR,  FORMER  CEO  OF  FLORIDA  POWER  AND  LIGHT 

Mr.  Hudiburg.  Good  morning.  Madam  Chairwoman. 

I  am  of  course  John  Hudiburg,  as  you  said  earlier,  and  I  have 
been  a  Director  of  the  Foundation  of  the  Malcolm  Baldrige  Quality 
Award  from  its  beginning. 

I  will  be  speaking  on  behalf  of  the  Directors  of  the  Foundation, 
and  I  assure  you  my  remarks  will  be  brief. 

I  have  a  synopsis  of  my  remarks,  but  I  ask  that  the  full  written 
statement  be  entered  in  the  record. 

Mrs.  MORELLA.  Without  objection. 

Mr.  Hudiburg.  I  primarily  want  to  concentrate  in  the  time  I 
have  on  the  monetary  support  that  the  Award  gets. 

When  the  Malcolm  Baldrige  Award  was  established  back  in  1987, 
the  enacting  legislation  called  that  the  private  industry  would  fi- 
nance the  expenses  of  the  Award.  In  large  measure,  that  is  the 
case  today. 

However,  very  rapidly  the  MBA  program  evolved  and  expanded 
far  beyond  our  fondest  dreams,  those  of  us  who  were  involved  in 
the  origin  of  it. 

Federal  funding  now  supports  over  50  state  and  local  awards, 
governmental  agencies,  universities,  conferences,  seminars,  efforts 
by  Quality  Councils,  and  so  on,  and  so  on. 

Each  year  the  Congress  appropriates  approximately  $3  million 
for  NIST  staffing  expenses,  and  the  MBA  Foundation  directly  con- 
tributes another  $600,000  to  $700,000  to  the  Malcolm  Baldrige  ex- 
penses. 

Together  these  monies  are  used  to  administer  the  Award  process. 
The  direct  contribution  of  $6-  to  $700,000  is  not  the  only  money 
contributed  from  business.  Business  also  contributes  approximately 
$2  million  each  year  in  fee  expenses,  and  another  $6  million  in  in- 
kind  contributions. 

The  in-kind  would  be  the  time  of  the  volunteers,  for  example, 
that  serve  as  judges  and  overseers  and  others. 

If  you  add  the  private  expenditures  used  to  administer  the  50 
other  closely  related  award  programs  all  dependent  upon  the 
Baldrige  criteria,  the  total  estimate  of  the  national  activity  based 
upon  Baldrige-related  awards  is  about  $100  million  annually,  only 
$3  million  of  which  comes  from  the  Federal  Government.  But  that 
is  a  very,  very  important  $3  million  because  it  adds  enormously  to 
the  credibility  and  stature  by  having  the  President  involved,  and 
having  NIST  involved. 

That  concludes  my  direct  remarks.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Hudiburg  follows:] 
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Oral  Statement  of  John  J.  Hudiburg 
MBA  Foundation  Director 

Before  the 

Technology  Subcommittee 

of  the  House  Science  Committee 

October  18, 1995 

Good  morning  Madam  Chairwoman  and  members  of  the  Committee: 

My  name  is  John  Hudiburg.  I  am  former  Chairman  and  CEO  of  Florida  Power  and  Light, 
and  I  am  and  have  been  a  Director  of  the  Foundation  for  the  Malcolm  Baldrige  National 
Quality  Award  (MBA)  from  the  beginning.  Thank  you  for  the  opportunity  today  to  share 
my  views  on  the  Malcolm  Baldrige  Award.  I  will  be  speaking  on  behalf  of  the  Directors 
of  the  Foundation  and  will  make  my  remarks  brief 

We  are  well  aware  that  the  Committee  has  been  engaged  in  the  important  task  of 
reviewing  the  role  of  the  Department  of  Commerce  and  the  programs  it  supports.  But  let 
rre  remind  you  that  quality  is  the  catalyst  behind  any  such  review.  And  I  am  here  today 
to  advocate  that  the  United  States  Government  continue  its  commitment  to  the  Baldrige 
Award,  which  includes  a  relatively  modest  (approximately  $3M)  annual  investment.  And 
the  point  I  wish  to  make  is  that  it  has  been  this  award  process  that  has  been  the  catalyst  to 
honing  U.S.  industries  to  world-class  levels-to  be  more  competitive  in  world  markets. 
The  award's  prestige  is  directly  related  to  the  government's  support  for  the  program, 
which  provides  needed  continuity  and  international  recognition.  The  minimal  amount  of 
investment  that  federal  government  adds  to  this  private/public  partnership  leverages  an 
enormous  contribution  by  state  govenunents  and  the  private  sector— approximately 
S 1 OOM  in  all.  This  is  a  far  bigger  return  than  any  other  program  I  am  aware  of 

My  detailed  comments  today  will  focus  on  five  areas  of  the  Malcolm  Baldrige  Award: 

1 .  The  MBA  Foundation  and  my  involvement 

2.  Its  History, 

3.  The  Benefits, 

4.  Who  Supports  It, 

5.  The  Monetary  Support 

THE  MBA  FOUNDATION  AND  MY  TNVOLVHMENT 

The  MBA  Foundation  was  created  to  foster  the  success  of  the  MBA  program.  The 
Foundation's  main  objective  is  to  raise  fluids  from  U.S.  companies  to  permanently  endow 
the  business  support  for  the  Award  Program.  Prominent  leaders  from  U.S.  companies 
serve  as  Foundation  Trustees  to  ensure  that  the  Foundation's  objectives  are  accomplished. 
Donor  organizations  vary  in  size  and  type,  and  are  representative  of  many  kinds  of 
businesses  and  business  groups.  I  was  fortunate  to  have  been  deeply  involved  in  the 
legislative  process  that  created  the  Malcolm  Baldrige  National  Quality  Award  in  1987 
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and  subsequently  have  been  with  the  MBA  Foundation  since  its  inception  in  1988.  I  was 
the  second  President  of  the  Foundation,  serving  a  one  year  term  for  1989.  It  was  dunng 
this  term,  that  I  chaired  the  first  fimdraising  campaign  of  the  MBA  Foundation,  raising 
$10M  from  private  business  contributions. 

I  also  served  a  three  year  term  as  a  member  of  the  MBA  Board  of  Overseers  (1991  to 
1993).  At  the  time  I  was  serving  as  Chairman  and  Chief  Executive  Officer  of  Florida 
Power  and  Light  (1984  to  1990).  1  retired  in  1990  and  now  live  in  Jupiter,  Florida,  and  as 
I  said  I  am  a  lifetime  director  of  the  Foundation  and  participate  in  the  annual  and  mid- 
year Board  of  Directors  meetings. 

HISTORY  OF  THE  BALDRIGK  AWARD 

In  1987  Congress  enacted  the  law  to  establish  the  Malcolm  Baldrige  National  Quality 
Award  with  the  objective  of  encouraging  American  business  and  other  organizations  to 
practice  effective  quality  control  in  the  provision  of  their  goods  and  services.  That  law 
was  approved  by  Ronald  Reagan.  Both  he  and  Secretary  of  Commerce  Verity  presented 
the  first  awards.  It  is  interesting  to  note  that  both  Reagan  and  Verity  were  Republican^; 
with  a  Democratic  Congress  at  that  time.  And  subsequently,  both  Presidents  Bush  ar.u 
Clinton  have  supported  the  MBA  during  their  presidential  terms.  The  MBA  support  has 
been  a  bipartisan  effort  to  encourage  and  support  improved  U.S.  competitiveness. 

The  Commerce  Department  (specifically  National  Institute  of  Standards  and 
Technologies)  supports  the  administration  of  the  Award  process,  and  after  its  first 
fundraising  campaign  in  1989,  the  Foundation  provided  a  voluntary  contribution  e'v  try 
year  to  the  Government  to  help  support  the  MBA  process  administered  by  NIST. 

BENEFITS  OF  THE  PROCESS 

The  MBA  process  is  not  about  an  award,  nor  is  it  a  corporate  welfare  program.  It's  about 
encouraging  a  system  of  management  in  American  business.  During  the  past  five  years, 
Americans  believe,  by  a  wide  margin,  that  U.S.  quality  has  improved,  as  a  result  of  this 
process.  As  all  suppliers  adopt  quality,  it  lowers  cost,  drives  out  defects  and  improves 
global  competitiveness.  Not  only  have  the  companies  that  have  applied  for  the  award  and 
those  who  have  won  improved,  but  the  many  others  who  use  the  criteria  to  guide  the 
improvement  of  their  businesses.  There  have  been  thousands  of  representatives  from 
companies  who  attend  the  annual  Quest  for  Excellence  conference  to  learn  from  the 
award  winners  each  year  in  order  to  improve  their  own  business. 

And  hundreds  of  other  companies  use  the  Baldrige  criteria  to  run  their  own  internal  award 
programs.  I  know  at  AT&T,  they  have  an  internal  Baldrige  Award  process  they  call  the 
Chairman's  Quality  Award,  which  was  instrumental  to  having  them  be  the  first  company 
to  have  three  of  their  units  win  the  Malcolm  Baldrige  Award.  When  I  led  Florida  Power 
and  Light,  we  were  the  first  American  company  to  win  the  prestigious  Deming  Prize. 
And  knowing  the  success  TQM  can  make  in  a  business  is  why  I  advocated  and  helped 
establish  the  Malcolm  Baldrige  National  Quality  Award. 
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Additionally,  there  are  now  at  least  50  state  and  local  quality  award  programs,  modeled 
after  the  Malcolm  Baldrige  Award.  Even  the  European  Quality  Award  has  patterned  their 
process  after  ours. 

Another  successfial  program  being  implemented  based  on  the  Baldrige  Award  is  the  Total 
Quality  Leadership  Steering  Committee  on  Education.  CEOs  of  major  corporations  are 
teaming  to  develop  and  deploy  total  quality  in  the  U.S.  through  a  partnership  among 
.America's  institutions  of  higher  education  and  business.  Currently  there  are 
approximately  40  business/university  partnerships  underway  all  aimed  at  strengthening 
the  competitiveness  of  U.S.  business  and  enriching  all  sectors  of  the  national  economy. 
Most  of  the  businesses  involved  in  these  partnerships  are  past  Baldrige  winners,  because 
they  truly  believe  that  they  can  transfer  the  knowledge  and  lessons  learned  into  the 
educational  field. 

Numerous  Federal  government  organizations  are  beneficiaries  of  the  Baldrige  Award 
criteria,  as  well  as  access  to  Award  winners,  help  from  the  Baldrige  Award  office,  and 
lessons  learned.  The  President's  Award  for  Quality  and  Productivity,  open  to  all  Federal 
agencies  and  departments,  is  based  on  the  Baldrige  Award.  In  addition,  the  Baldrige 
Award  material  is  in  wide  use  in  Federal  organizations,  such  as  the  Department  of 
Defense,  Veterans  Administration,  NASA,  Postal  Service,  Department  of  Energy,  and  the 
National  Security  Agency. 

I  strongly  believe  that  this  program  has  gained  so  much  respect  because  of  the 
government/business  partnership  approach  utilized.  It  is  interesting  to  note  that  the 
Federal  Government's  contribution  to  the  national  partnership  through  fiinding  of  the 
Baldrige  Award  Program  is  about  3%  of  that  partnership's  total  resources,  far  below  its 
proportion  of  the  GNP.  In  other  words,  the  Federal  Government  pays  about  only  one- 
seventh  of  its  "fair  share."  The  value  of  the  program  has  resulted  in  business  being 
willing  to  carry  more  than  its  fair  share  of  the  total  costs~but  a  "partnership"  requires 
continued  government  support. 

WHO  SUPPORTS  THE  PROCESS? 

There  are  so  many  volunteers  and  contributors  who  support  the  process  through  their  time 
and  money,  that  it  is  estimated  at  97%  of  the  total  business/government  partnership. 
Each  year  the  Baldrige  Award  office  trains  approximately  250  volunteers  (from  business, 
academia,  etc.)  to  serve  as  Baldrige  examiners  and  judges.  Most  of  these  continue  for 
two  or  three  years  and  receive  additional  training  and  take  that  experience  and  apply  it 
back  to  their  own  companies,  universities,  and/or  state  quality  award  programs.  In 
addition,  the  other  50  state  and  local  quality  programs  employ  the  same  strategy— running 
state  quality  award  processes  in  which  they  have  to  train  volunteers  who  serve  as 
examiners  and  judges,  and  who  in  turn  learn  from  experience.  Today,  more  than  4000 
volunteers  play  significant  roles  in  the  award  network.  Additional  volunteers  and  donors 
provide  specialized  support  and/or  contributions  to  specific  activities  such  as  award 
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ceremonies  and  conferences.  Most  importantly,  the  awards  have  been  presented  by  each 
of  the  U.S.  presidents  since  the  inception  of  the  MBA.  Their  support  has  contributed 
enormously  to  its  prestige  and  world-wide  recognition. 

MONFTARY  SUPPORT 

When  the  MBA  was  established  in  1988,  the  enacting  legislation  specified  that  private 
industry  would  pay  the  expenses  of  the  award.  And  in  large  measure,  that  is  in  fact  the 
case  today.  However,  very  rapidly,  the  MBA  program  has  evolved  and  expanded  far 
beyond  our  fondest  dreams.  The  federal  funding  now  supports  over  50  state  and  local 
awards,  government  agencies,  universities,  conferences,  seminars,  additional  efforts  by 
quality  councils,  etc.  Each  year.  Congress  appropriates  approximately  $3M  for  NIST 
staffing  expenses,  and  the  MBA  Foundation  directly  contributes  another  $600K-$700K 
for  MBA  program  expenses.  Together  this  money  is  used  to  administer  the  award 
process,  such  as  training  examiners/judges,  printing  the  award  criteria,  purcheising  the 
Baldrige  awards,  running  the  Quest  for  Excellence  Conference,  etc. 

The  direct  contribution  of  $600K-$700K  is  not  the  only  money  contributed  from 
business.  Businesses  also  contribute  approximately  $2M  in  fee  related  expenses  and  $6M 
of  in-kind  services.  The  in-kind  $6M  is  the  estimated  volunteer  time  commitment  I  just 
mentioned,  such  as  serving  as  MBA  Examiners,  Judges,  Overseers  and  others,  vhich 
includes  travel,  per  diem,  telephone  and  other  costs  and  an  average  of  about  $80  per  hour 
for  the  volunteer  time  (about  1 50-200  hours  per  year).    And  if  you  add  the  private 
expenditures  used  to  administer  the  50  other  closely-related  award  programs  (all 
dependent  on  the  Baldrige  criteria)  the  total  estimate  for  the  national  activity  based  upon 
Baldrige-related  awards  is  about  SIOOM,  only  $3M  of  which  is  the  federal  gc^emment's 
expenditure. 

CONCLUSION 

I  strongly  feel  that  this  award  program  has  been  a  win-win  for  both  business  and 
government  since  its  inception.  It  has  led  to  the  creation  of  jobs,  increased  revenue, 
better  competition  and  the  improvement  of  American  business.  I  believe  it  is  a  great 
model  for  other  government  partnerships,  in  areas  such  as  education  and  health  care. 
Instead  of  the  usual  government  approach  of  spending  money  for  regulation  and 
enforcement,  the  Baldrige  partnership  has  been  successful  because  the  government's  role 
is  focused  on  reward  and  recognition— all  with  minimal  investment. 

Just  as  any  program  needs  a  strong  leader,  this  Baldrige  process  needs  the  government 
leadership  and  support.  1  personally  believe  that  the  reason  the  amount  of  volunteer  time 
is  so  generous  is  because  they  feel  they  are  doing  something  for  their  country.  I  am  all 
for  sharpening  the  focus  of  the  federal  efforts,  and  to  improve  government  program 
performance  and  I  hope  that  my  testimony  today  gives  ample  reasoning  for  net  only 
continuing  the  support  of  the  Malcolm  Baldrige  National  Quality  Award,  but  also  for 
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using  this  government/business  partnership  approach  to  getting  something  done  as  a 
model  for  other  areas  of  government  activity. 
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Mrs.  MORELLA.  Thank  you  very  much,  Mr.  Hudiburg.  I  under- 
stand Dr.  Juran,  I  should  have  pronounced  it  with  more  emphasis 
on  the  "n". 

I  would  now  like  to  hear  from  Mr.  Ray  Stata. 

STATEMENT  OF  MR.  RAY  STATA,  CHAIRMAN  OF  THE  BOARD 
AND  CEO,  ANALOG  DEVICES,  ONE  TECHNOLOGY  WAY,  NOR- 
WOOD, MASSACHUSETTS 

Mr.  Stata.  Thank  you,  Madam  Chairwoman. 

My  name  is  Ray  Stata,  and  I  am  the  CEO  of  a  billion  dollar 
semiconductor  company  in  Massachusetts.  As  a  matter  of  fact,  we 
were  a  student  of  Dr.  Juran  ten  years  ago  and  have  made  a  lot  of 
progress  in  that  last  ten  years  based  on  his  teachings. 

I  am  also  serving  as  the  Chairman  of  a  Task  Force  that  was  ini- 
tiated by  the  Council  on  Competitiveness  which  for  the  last  three 
years  studied  the  status  of  quality  management  here  in  America, 
and  has  made  recommendations  to  NIST  on  how  to  improve  the 
Baldrige  program  in  order  to  close  the  quality  gaps  that  we  identi- 
fied in  our  study  in  the  national  quality  system. 

The  Council  on  Competitiveness,  in  case  you  are  not  familiar 
with  that,  was  formed  in  1986.  It  is  a  nonprofit,  nonpartisan  orga- 
nization of  about  150  chief  executives  that  come  from  industry, 
labor,  and  academia. 

The  work  of  this  Council  is  focused  on  improving  national  com- 
petitiveness and  the  living  standards  of  Americans. 

A  report  was  issued  by  the  Council  entitled  "Building  on 
Baldrige."  This  found  that  the  Baldrige  Award  Program  has  been 
the  driving  force  for  improving  the  quality  of  American  goods  and 
services,  and  the  competitiveness  of  our  industry.  But  it  also  con- 
cluded that  to  stay  ahead  in  the  competitive  race  internationally 
that  we  need  to  quicken  the  pace  of  the  performance  improvement 
through  quality  management  and  accelerate  that  in  all  segments  of 
our  society. 

In  order  to  do  this,  the  Council  lays  out  in  the  report  some  very 
specific  recommendations  that  together  include  a  recommendation 
to  expand  the  scope  of  the  Baldrige  Award  Program  in  the  follow- 
ing specific  ways: 

Number  one,  to  expand  its  reach  to  small  and  medium-sized  com- 
panies by  closer  links  with  the  state  and  local  quality  programs 
which  have  been  mentioned; 

Two,  to  bring  education,  health  care,  and  government  organiza- 
tions more  fully  into  the  quality  movement. 

Three,  to  encourage  greater  participation  by  trade  unions  in  in- 
creasing the  skills  of  the  work  force  in  quality  methods  and  ap- 
proaches; 

Four,  to  support  initiatives  by  the  private  sector  and  NSF  to  en- 
courage colleges  and  universities  to  participate  more  fully  in  qual- 
ity management,  education,  and  research;  and. 

Five,  to  publish  studies  of  the  best  practices  of  the  Baldrige  win- 
ners and  distribute  those  more  broadly. 

In  recognition  of  this  broader  role,  the  Council  recommends  that 
the  Baldrige  Award  program  be  renamed  the  Baldrige  National 
Quality  Center. 


22 

The  Council  estimates  that  of  the  $3.4  milhon  that  is  funded  by 
the  Federal  Government,  that  this  represents  by  our  estimates  less 
than  5  percent  of  the  overall  operating  costs  of  the  Baldrige  pro- 
gram which  has  been  mentioned. 

Most  of  this  cost  is  borne  by  4-  to  5,000  volunteers  from  the  pri- 
vate sector  and  from  the  state  and  local  government  activities. 

The  Council  recommends  that  this  division  of  cost  sharing  be 
maintained,  but  still  NIST  plays  a  vital  role  and  has  a  vital  role 
to  play  in  the  proposed  Baldrige  National  Quality  Center  in  the 
ways  that  I  just  outlined. 

So  we  urge  the  Committee  to  continue  to  fund  what  has  been  a 
winning  formula,  and  a  winning  formula  for  the  American  working 
men  and  women  who,  as  a  result  of  quality  improvement  and  qual- 
ity management  techniques,  have  become  more  productive,  who  are 
doing  more  interesting  and  challenging  jobs,  and  who  are  earning 
higher  pay. 

That  concludes  my  formal  remarks  and  we  will  enter  more  ex- 
tended remarks  in  the  record  and  make  available  this  report  that 
has  just  been  issued  by  the  Council. 

[The  prepared  statement  of  Mr.  Stata  follows:] 
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Madam  Chairwoman  and  members  of  the  Committee: 

I  am  Ray  Stata,  Chairman  of  the  Board  and  Chief  Executive  Officer  of  Analog 
Devices,  Inc.    I  am  pleased  to  have  the  opportunity  to  present  my  view/s  and  those  of 
the  Council  on  Competitiveness  on  the  Baldrige  Award,  and  the  unique  and  important 
role  this  Award  plays  in  strengthening  America's  competitiveness. 

Although  my  remarks  today  are  based  largely  on  the  findings,  conclusions,  and 
recommendations  of  the  Council's  Task  Force  on  the  Baldrige  Program,  I  want  to 
emphasize  also  that  my  perspective  is  shaped  by  a  number  of  other  experiences: 

as  founder  of  a  start-up  semiconductor  company  which  has  grown  to  $1 
Billion  in  revenues  of  which  55%  is  sold  internationally; 

as  co-founder  of  the  Center  for  Quality  of  Management  in  1990,  a 
mutual  learning  network  in  the  Boston  area,  which  now  has  a 
membership  of  50  corporations  and  11  university  affiliates;  and 

as  a  member  of  the  Malcolm  Baldrige  National  Quality  Award  Board  of 
Overseers. 

Let  me  say  at  the  outset  that  we  understand  well  and  agree  with  why  we  are  here 
today.   The  evaluation  of  the  Baldrige  Award  Program  is  part  of  a  comprehensive 
review  of  Federal  programs  and  is  intended  to  better  allocate  shrinking  resources 
among  many  alternatives,  some  quite  worthy.    However,  we  see  the  purpose  of  the 
review  as  going  beyond  resource  issues.   There  is  also  a  need  to  rationalize  and 
modernize  Federal  programs  in  terms  of  their  purposes  and  modes  of  operation. 
Most  of  my  business  associates  and  I,  as  well  as  the  Council  on  Competitiveness, 
applaud  these  efforts  to  bring  the  Federal  deficit  under  control,  to  sharpen  the  focus 
of  Federal  efforts,  and  to  improve  government  program  performance.   We  believe  that 
the  U.S.'  standard  of  living,  and  yes,  America's  competitiveness,  depend  upon  the 
success  of  these  efforts.    Nevertheless,  we  urge  Congress  and  the  Administration  to 
review  carefully  programs  like  the  Baldrige  Award  to  ensure  that  purposes,  methods, 
and  benefits  are  fully  understood,  and  that  the  consequences  of  major  reduction  are 
seen  in  terms  of  impacts  on  the  competitiveness  of  American  industry  and  the 
productivity  of  government,  health  care,  and  education  organizations.    Much  of  our 
concern  derives  from  the  fact  that  the  Baldrige  Award  Program  is  not  easily 
understood  in  relation  to  other  Federal  programs,  its  manner  of  operation  is  non- 
traditional,  and  it  exercises  enormous  leverage  and  influence  far  beyond  its 
resources.   Some  of  my  remarks  today  are  aimed  at  clarifying  these  points. 

Let  me  turn  now  to  the  work  of  the  Council  on  Competitiveness: 
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For  those  of  you  who  might  not  be  familiar  with  the  Council  on  Competitiveness,  I  will 
briefly  summarize  what  it's  about.   The  Council  was  founded  in  1986  as  a  non-profit, 
non-partisan  organization  of  chief  executives  from  business,  higher  education  and 
organized  labor.   The  Council's  single  overriding  goal  is  to  improve  the  ability  of 
American  companies  and  workers  to  compete  more  effectively  in  world  markets,  while 
raising  the  standard  of  living  at  home. 

To  build  consensus  within  the  public  and  private  sectors  on  the  actions  needed  to 
help  Americans  compete,  the  Council  seeks  to:   increase  awareness  of  the  breadth 
and  severity  of  America's  economic  problems;  mobilize  the  political  will  required  to 
set  the  U.S.  on  a  positive  economic  course;  and  to  assist  in  the  development  of 
specific  public  policies  and  private-sector  initiatives.   The  Council,  currently  chaired 
by  Paul  Allaire,  CEO  of  Xerox,  has  about  150  members,  and  draws  upon  the 
resources  of  its  national  affiliates  ~  more  than  forty  trade  associations,  professional 
societies  and  research  organizations. 

About  three  years  ago,  the  Council  created  a  task  force  under  my  direction  to  find 
ways  to  accelerate  the  spread  of  best  management  and  work  practices  in  U.S. 
industry.   As  part  of  our  work,  we  examined  the  role  of  a  Japanese  organization,  the 
Union  of  Japanese  Scientists  and  Engineers  (known  as  JUSE),  which  had  clearly 
played  a  major  part  in  Japan's  ascendancy  to  quality  leadership  since  WWII.   One  of 
our  interests  was  to  determine  whether  or  not  a  "JUSE-like"  entity  might  be  organized 
in  the  U.S.  to  coordinate  the  disparate  and  often  conflicting  directions  taken  by  U.S. 
organizations.   Our  work  showed  that  the  Baldrige  Award  Program,  with  its  growing 
networks  of  informal  partnerships  and  its  independence  from  any  specific  "schools"  of 
management  or  factions,  offered  the  potential  to  strengthen  the  infrastructure 
supporting  high  performance  and  business  improvement. 

As  a  result  of  our  work,  the  Council  decided  to  examine  the  Baldrige  Award  Program 
in  greater  detail.   This  second  phase  of  our  work  resulted  in  a  Report  entitled 
"Building  on  Baldrige:   American  Quality  for  the  21st  Century". 

The  Findings  and  Recommendations  of  the  Task  Force  are  as  follows: 

FINDINGS 

1)  The  quality  of  American  goods  and  services  is  getting  better.    Unfortunately, 
this  progress  has  led  to  the  perception  that  extending  quality  management 
principles  and  practices  is  no  longer  a  high  national  priority.   Our  competitors 
are  continuously  improving  their  quality,  and  the  United  States  cannot  afford  to 
be  complacent. 

2)  The  Baldrige  National  Quality  Award  and  its  state  and  local  offshoots  have 
been  key  to  the  effort  to  strengthen  U.S.  competitiveness.   The  annual 
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government  investment  of  $3  million  in  this  program  is  leveraged  by  over  $100 
million  of  private  sector  contributions.  The  impact  of  the  Baldrige  Award  on  the 
competitiveness  of  U.S.  industry  and  the  dividends  it  pays  to  the  U.S.  economy 
far  exceed  these  investments. 

3)  The  U.S.  quality  movement  faces  a  new  set  of  challenges.   We  need  to 
overcome  the  confusion  of  terms  and  apparently  competing  approaches  (TQM, 
ISO  9000,  reengineering).   We  need  to  find  ways  to  extend  quality  to  more 
large  companies,  as  well  as  to  small-and  medium-size  enterprises.   And  we 
need  to  reach  out  to  new  sectors,  such  as  government,  education  and 
healthcare. 

4)  Although  a  number  of  vehicles  are  available  to  advance  the  process  of 
promoting  quality  management-including  state  and  local  quality  award 
programs,  colleges  and  universities,  and  the  Manufacturing  Extension 
Partnership-there  has  been  inadequate  coordination  among  them  and  with  the 
National  Baldrige  Award  Program. 

5)  The  Baldrige  Award  Program,  having  galvanized  U.S.  quality  efforts,  is  now 
positioned  to  become  the  vehicle  to  stimulate  and  coordinate  efforts  to  expand 
quality  as  a  national  priority. 

RECOMMENDATIONS 

1)  Broaden  the  Baldrige  Award  Program's  responsibilities  to  include  promoting, 
coordinating  and  integrating  public  and  private  sector  efforts  to  foster  the 
development  and  adoption  of  quality  principles.    In  recognition  of  this  broader 
role,  the  Baldrige  Program  should  be  renamed  the  Baldrige  National  Quality 
Center,    Broadening  the  Baldrige  Program's  responsibilities  should  attract 
additional  private  support,  which  already  far  outweighs  the  program's  modest 
federal  budget  allotment. 

2)  Expand  the  outreach  of  the  Baldrige  Program  and  encourage  the  application  of 
quality  management  principles  and  methods  through  the  following  activities: 

Extend  its  reach,  especially  among  small-  and  medium-size  enterprises; 

Develop  closer  links  with  state  and  local  programs,  with  the 
support  of  the  National  Governors'  Association, 

Work  more  closely  with  the  NISTs  Manufacturing  Extension 
Partnership  (MEP),  expanding  the  assignment  of  MEP  field 
agents  to  Baldrige  processes  and  using  MEP  centers  as  agents 
of  dissemination. 
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Collaborate  with  state  and  local  programs  and  the  MEP  to 
develop  a  more  accessible  quality  award  that  would  serve  as  a 
starter  kit  for  organizations  just  beginning  to  embrace  quality, 

Prepare  and  disseminate  case  studies  to  facilitate  a  deeper 
understanding  and  application  of  best  quality  management 
practices  demonstrated  by  Baldrige  Award  winners. 

Include  education,  healthcare  and  government  organizations  at  all 
levels,  at  a  pace  commensurate  with  available  resources; 

Encourage  greater  participation  by  trade  unions  in  developing  workers' 
skills  in  applying  quality  tools  and  methods;  and 

Support  the  Leadership  Steering  Committee  in  building  participation  by 
colleges  and  universities  in  quality  management  education  and 
research. 

3)  Recognizing  that  these  recommendations  will  require  increased  resources, 
NIST  should  give  priority  to  funding  the  programs  of  the  Baldrige  National 
Quality  Center  and  reach  out  for  supplemental  support  from  the  private  sector. 

4)  To  increase  awareness  of  the  importance  of  the  Baldrige  National  Quality 
Center,  NIST  should  seek  public  statements  endorsing  its  enhanced  role  from 
the  highest  leadership  in  both  the  public  and  private  sectors. 

5)  As  a  private  organization  linking  the  competitiveness  interests  of  the  business, 
labor  and  academic  worlds,  the  Council  on  Competitiveness  can  make  a 
contribution  in  three  areas:    1)   promoting  understanding  of  the  linkage 
between  quality  and  competitiveness,  2)   collaborating  with  NIST  and  the 
leadership  of  the  Baldrige  Program  to  define  clearly  the  role  for  the  new 
Baldrige  National  Quality  Center,  and  3)   working  closely  with  NIST  and  the 
Baldrige  Program,  particularly  in  mobilizing  support  and  participation  from  both 
the  private  and  public  sectors. 

I  would  now  like  to  summarize  the  key  points  which  we  believe  the  Congress  should 
factor  into  the  deliberations  on  the  Baldrige  Award: 

1.         The  Baldrige  Award  Proqram  actively  operates  throuqh  networks  and 
partnerships  as  no  other  government  program  I  could  name. 

The  Baldrige  Award  Program  and  its  primary  networks  and  participants  have  created 
and  fostered  numerous  partnerships,  bringing  together  organizations  of  all  types. 
These  include  partnerships  involving:   business  and  business;  business  and 
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government;  business  and  education;  business  and  health  care;  and  profit  and  non- 
profit organizations.    Particularly  noteworthy  among  these  partnerships  are:   (1)   the 
State  and  local  award  programs,  which  now  number  about  50;  and  (2)   a  business- 
education-government-non-profit  organization  partnership  which  created  a  new,  jointly 
sponsored  research  program  at  NSF. 

There  has  been  much  discussion  in  Congress  recently  about  giving  the  States  more 
responsibility  and  having  the  Federal  Government  become  more  of  a  coordinator  and 
partner.    Much  of  the  rationale  for  this  approach  is  that  States  can  best  tailor 
programs  to  fit  their  unique  requirements  and  circumstances.    In  my  view,  this 
discussion  is  a  very  timely  one.    Programs  built  around  partnerships  have 
considerable  merit,  provided  that  the  terms  of  partnership  don't  interfere  with  the 
basic  purposes  of  the  program. 

We  urge  Congress  to  take  note  of  the  fact  that  the  Baidrige  Award  Program  has  been 
operating  in  a  partnership  mode  with  the  States  for  eight  years!   This  partnership  has 
been  entirely  informal  and  collegia!.    It  has  involved  extensive  people  exchanges,  full 
sharing  of  criteria  and  educational  materials,  technical  assistance,  special  networking 
sessions,  and  other  services.   About  five  years  ago,  NIST  supported  a  project  with 
the  National  Governors'  Association  to  develop  "how  to"  guides  to  help  the  States. 
Over  the  years,  the  work  with  the  States  has  required  some  Federal  resources.   We 
believe  that  these  resources  are  a  very  good  investment. 

The  Council  on  Competitiveness  believes  that  the  State  quality  programs  are  an 
effective  avenue  to  ensure  that  the  tough  standards  of  modern  competitiveness  are 
consistent,  available,  and  understood  throughout  the  U.S.   Outside  of  the  Baidrige 
Award  Program,  there  are  no  other  national-level  programs  with  this  important 
purpose.   The  partnership  operates  in  an  efficient  and  effective  manner  with  most  of 
the  resources  provided  by  volunteers,  donations,  and  fees  in  the  States.   The 
Federal-State  partnership  which  has  emerged  requires  only  official  sanction  for  what 
it  already  is.   We  believe  that  this  partnership  should  not  be  encumbered  either  by 
Federal  money  given  to  the  States  or  by  NIST  being  required  to  collect  fees  from  the 
States.   A  modest  technical  assistance  program  and  a  small  staff  office  at  NIST 
supported  by  Federal  funds  (about  $1M),  is  all  that  is  needed  to  capitalize  on  the 
growing  State  and  national  efforts. 

2.         The  Baidrige  Award  Proqram  stimulates  volunteerism  and  private  contributions. 

The  national  focus  and  Presidential  ceremony  make  it  possible  to  attract  thousands  of 
volunteers  throughout  the  Federal-State  award  program  network.   The  volunteers 
regard  their  participation  as  service  to  their  country.   This  year,  an  estimated  4000- 
5000  volunteers  operate  in  these  award  programs.   The  overall  award  network  has  an 
activity  level  of  more  than  $100M  per  year.   This  means  that  for  every  Federal  (NIST) 
dollar,  other  sources  contribute  about  $35. 
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Another  important  type  of  contribution  to  the  national  effort  is  the  work  of  Baldrige 
Award  winners'  sharing  --  at  no  cost  to  the  Federal  Government.   The  winners  have 
held  many  thousands  of  sharing  sessions  --  some  of  them  cost  reimbursable.    If  we 
add  to  this  the  contributions  of  State  and  local  award  winners,  the  total  contribution 
would  amount  to  several  million  dollars  per  year. 

3.  The  Baldrige  Award  has  been  a  major  force  in  restoring  America's 
competitiveness  and  performance  image  around  the  world. 

Since  the  start  of  the  Baldrige  Award  in  1988,  there  have  been  created  about  40 
other  national  awards  and  the  European  award,  all  patterned  on  the  Baldrige  model, 
not  the  Japanese  model.    U.S.  company  subsidiaries  have  performed  extremely  well 
in  these  award  programs.    For  example,  in  the  first  four  years  of  the  European  award, 
American  companies  (Xerox,  Milliken,  and  Texas  Instruments)  have  been  winners  -- 
giving  the  U.S.  the  top  position  in  three  of  the  four  years.   The  performance  of  U.S. 
companies  overseas,  and  the  growing  recognition  of  Baldrige  Award  winners  have 
brought  steady  streams  of  foreign  visitors  to  the  U.S.  to  study  our  business  practices. 
Japan  itself  sent  a  large  delegation  to  the  most  recent  Baldrige  Award  winners' 
conference.   They  were  so  impressed  that  they  decided  to  undertake  a  Baldrige 
Award  experiment  of  their  own,  this  year. 

I  should  note  also  that  during  the  past  five  years,  Americans  believe,  by  a  wide 
margin,  that  U.S.  quality  has  improved. 

In  closing  this  segment   on  restoring  America's  competitiveness  I  would  like  to  add 
the  perspective  of  Professor  Shoji  Shiba,  a  visiting  professor  at  MiT  and  key  mentor 
in  our  Boston-area  Center  for  Quality  of  Management.    Professor  Shiba  makes  the 
point  that  the  Baldrige  Award  gives  the  United  States  a  major  advantage  in  the  area 
of  quality  over  most  nations,  including  Japan.    He  cites  three  reasons:   (1)   a 
consensus  on  the  meaning  of  quality  in  the  Baldrige  Award  criteria;  (2)   societal 
involvement  and  partnering  between  businesses  and  other  sectors  such  as  education, 
health  care,  and  government;  and  (3)   the  invention  of  self-assessment. 

My  concern  and  the  concern  of  the  Council  on  Competitiveness  is  that  the  U.S.  has 
not  fully  exploited  the  advantages  noted  by  Professor  Shiba,  and  that  other  nations 
are  now  moving  aggressively  to  learn  from  us. 

4.  The  Federal  Government  is  a  major  beneficiary  of  the  Baldrige  Award 
Program. 

Numerous  Federal  Government  organizations  are  beneficiaries  of  the  Baldrige  Award 
criteria,  access  to  Award  winners,  help  from  the  Baldrige  Award  Office,  and  lessons 
learned.   The  President's  Award  for  Quality  and  Productivity,  open  to  all  Federal 
agencies  and  departments,  is  based  on  the  Baldrige  Award.    In  addition,  the  Baldrige 
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Award  materials  are  in  wide  use  in  Federal   organizations,  such  as  the  Department  of 
Defense,  Veterans  Administration,  NASA,  Postal  service,  Department  of  Energy,  and 
the  National  Security  Agency. 

5.  The  Baldriqe  Award  Program  is  one  of  only  a  very  few  Federal  programs 
focusing  on  economic  development  and  competitiveness. 

In  doing  its  work,  the  Baldrige  Award  Program  has  the  following  characteristics: 

(a)  operates  by  positive  reinforcement  of  good  practices  and  behaviors,  not 
by  regulation  or  punishment  of  poor  practices  and  behaviors; 

(b)  does  not  single  out  business  types,  sizes,  or  industries  for  special 
advantage.    Indeed,  the  practices  it  fosters  enhance  national 
competitiveness  through  improvements  in  all  sectors  --  business, 
government,  health  care,  education,  and  non-profits; 

(c)  does  not  give  away  Federal  resources.    In  return  for  recognition, 
companies  receiving  the  Award  are  expected  to  share  with  others. 

6.  Health  care  and  education  organizations  should  be  included  in  the  Baldrige 
Award  Program. 

The  Baldrige  Award  Program  has  already  led  to  many  partnerships  involving  health 
care  and  education  organizations.   Although  the  increasing  involvement  by  these 
organizations  is  encouraging,  the  pace  of  involvement  and  improvement  needs  to  be 
accelerated  greatly.   We  believe  that  the  availability  of  criteria  and  the  identification  of 
role  models  in  these  sectors  would  be  highly  beneficial  --  stimulating  more 
involvement  in  partnering  and  adoption  of  best  practices.   We  would  expect 
improvements  in  quality  and  productivity  to  come  from  these  practices.   We  believe  it 
is  crucial  to  have  health  care  and  education  organizations  as  partners  in  improving 
national  competitiveness.    In  fact,  I  cannot  think  of  any  rationale  for  their  exclusion. 

From  my  reading  of  the  Malcolm  Baldrige  National  Quality  Improvement  Act  of  1987  it 
is  clear  that  Congress  envisioned  their  involvement. 

The  expansion  of  the  Baldrige  Award  into  health  care  and  education  requires 
investment  and  shared  costs  by  these  sectors,  but  a  Federal  contribution  is  also 
needed.    NIST  needs  to  develop  and  maintain  expertise  in  these  areas  so  that 
criteria,  educational  materials,  and  educational  programs  can  be  created  and 
maintained.   Also,  it  is  unreasonable  to  expect  education  and  health  care 
organizations  to  spend  as  much  in  fees  and  in  sharing  information  as  businesses  are 
doing.   They  will  need  some  help.    Perhaps  a  Federal  contribution  of  about  $2M  per 
year,  coupled  with  fees  and  donations,  would  provide  a  viable  program. 
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The  Pilot  Programs  in  health  care  and  education  supported  by  Congress  in  1995 
provided  a  very  encouraging  start.    Participation  was  greater  than  expected.    Results 
to  date  show  that  the  performance  of  these  organizations  lags  the  Nation's  best 
businesses.   The  improvement  potential  in  these  sectors  is  enormous.    It  would  be 
unfortunate  if  the  U.S.  were  not  able  to  build  upon  this  promising  start. 

7.         The  Baldriqe  Award  Program  should  receive  Federal  funding,  thus  keeping  the 
Federal  Government  as  a  full  partner  in  the  effort  to  improve  national 
competitiveness. 

There  are  many  reasons  for  this  conclusion.   Several  such  reasons  are: 

The  national-level  focus  achieved  through  Federal  support  stimulates 
volunteerism  throughout  the  U.S.   Without  such  support,  it  is  difficult  to 
imagine  the  same  level  of  idealism  as  now  exists. 

The  Award  Program  is  broadly  educational,  not  focused  on  a  few 
beneficiaries.   The  Law  requires  the  Program  to  raise  awareness  on 
quality  and  competitiveness  and  requires  Award  winners  to  share,  even 
with  competitors.    In  other  words,  the  main  purpose  of  the  Program  is 
the  thousands  of  non-paying,  non-participating,  beneficiaries,  not  the 
relatively  few  participants  and  winners.   That  is,  the  Award  is  a  means 
to  an  end,  not  the  end. 

Major  learning  takes  place  in  two  principal  ways;   (1)  via  interactions 
between  awardees  and  thousands  of  organizations  in  all  sectors.   The 
Federal  Government  is  not  a  party  to  these  interactions  and  hence 
cannot  collect  fees  and  certainly  should  not  regulate  payments;  and  (2) 
via  availability  of  free  criteria,  with  printing  paid  for  by  the  Foundation  for 
the  Malcolm  Baldrige  National  Quality  Award.    It  is  not  appropriate  to 
restrict  use  of  the  criteria  in  a  program  intended  to  be  educational  and 
where  much  of  this  education  is  based  on  the  criteria.    In  addition,  the 
private  sector,  the  States,  and  foreign  organizations  have  created 
hundreds  of  thousands  of  copies  of  the  Baldrige  Award  criteria  for 
special  and  general  use.   We  believe,  that  it  is  very  much  in  the  national 
interest  to  promote  use  of  the  criteria,  not  to  restrict  such  use.   The  Law 
is  clear  on  this  point.   The  Baldrige  Award  Program  expends  a  fraction 
of  its  resources  (5  -  10%)  maintaining  and  improving  criteria.   The  fact 
that  these  criteria  support  tens  of  thousands  of  organizations  makes  this 
support  a  bargain  from  the  national  point  of  view.   We  believe  that  this 
unique  partnership,  with  the  intellectual  effort  led  by  the  Government, 
and  the  documents  themselves  paid  for  by  the  Foundation,  is  a  major 
strength  of  the  Award  Program. 
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The  Federal  Government  is  a  major  user  of  the  Baldrige  Award 
materials  and  networks.    Its  use  is  much  higher  than  its  support,  as 
indicated  above.   The  attempt  to  collect  payments  from  Federal  users 
would  result  in  the  creation  of  costly  collection  mechanisms,  resulting  in 
no  savings,  and  a  net  increase  in  operating  costs. 

The  optimum  balance  of  costs  and  payments  is  achieved  via  Federal 
funding,  as  this  is  the  only  viable  means  to  collect  small  amounts  of 
money  from  the  large  number  of  beneficiaries.    Large  companies 
already  contribute  a  disproportionately  high  fraction  of  the  costs  of 
running  the  program.    Many  beneficiaries,  including  some  large  Federal 
organizations  such  as  the  Department  of  Defense,  contribute  well  below 
their  proportionate  share.    However,  as  proportionate  share  in  such 
cases  might  be  only  a  few  thousand  dollars,  collection  mechanisms 
would  be  highly  inefficient  and  easily  evaded.    For  example,  using  the 
President's  Award  criteria,  basically  identical  to  the  Baldrige  criteria, 
would  make  any  payment  to  NIST  or  to  the  Foundation  problematic. 

The  benefits  would  be  enormous.   We  do  not  believe  that  private 
industry  (in  reality,  a  few  big  companies)  should  be  asked  to  pay  for 
Federal-State  partnership  activities  which  serve  an  extremely  broad 
range  of  organizations,  public  and  private. 

8.         The  Baldrige  Award  Program  should  be  renamed  the  Baldrige  National  Quality 
Center. 

The  Council  believes  that  the  Baldrige  Award  Program  addresses  important  purposes 
that  extend  well  beyond  the  Award  itself.    Indeed,  the  Award  wouldn't  even  exist  if  its 
larger  purposes  were  not  important.   To  some  extent  the  Award  is  already  a 
misnomer  for  what  the  Program  does  and  how  it  operates.    I  would  even  say  that  the 
concept  of  "Award"  often  gets  in  the  way  of  achieving  the  true  purposes  for  which  the 
Award  was  created.   This  is  because  the  overwhelming  percentage  (well  over  99%) 
of  organizations  are  not  even  close  to  qualifying  for  a  Baldrige  Award.    Some 
companies  do  not  take  advantage  of  the  Baldrige  experience  because  the  Award  sets 
such  a  very  high  standard. 

There  are  a  number  of  good  reasons  to  change  the  name  to  the  Baldrige  National 
Quality  Center.   These  include: 

the  name  would  reflect  a  resource  devoted  to  a  larger  purpose.   Though 
still  the  central  service,  the  Award  would  be  placed  in  perspective. 

the  larger  scope  of  activities  would  result  in  more  products  and  services, 
benefitting  other  organizations,  including  the  States; 

10 
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•  the  larger  scope  would  permit  greater  emphasis  on  developing 
materials  to  help  smaller  businesses  and  other  organizations;  and 

•  broadening  the  Baldrige  Program's  responsibilities  should  attract 
additional  private  support. 

In  making  this  recommendation,  the  Council  is  aware  of  the  resource  constraints  that 
now  befall  us  all.    However,  the  National  Quality  Center  we're  recommending  is  a 
small  activity,  even  within  NIST,  a  small  agency.   The  point  is  that  the  Federal 
resources  that  define  the  core  of  the  Baldrige  effort  are  multiplied  many  times  over  by 
contributions  made  by  other  organizations.   The  Council's  recommendation,  then, 
merely  reflects  building  upon  a  proven  track  record. 


11 
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Mrs.  MORELLA.  Thank  you,  Mr.  Stata.  Your  full  testimony  has 
been  entered  into  the  record,  and  indeed  the  report  that  you  are 
presenting. 

Mr.  Mariner? 

STATEMENT  OF  MR.  MARTIN  MARINER,  DIRECTOR,  QUALITY, 
CORNING  INCORPORATED,  CORNING,  NEW  YORK,  1995  MAL- 
COLM  BALDRIGE  AWARD  WINNER  [INVITED] 

Mr.  Mariner.  Good  morning. 

For  the  past  12  years  under  the  leadership  of  Jamie  Houghton, 
Corning  has  committed  to  Total  Quality  in  the  broadest  sense.  Our 
quality  journey  was  undertaken  because,  although  Corning  has  al- 
ways focused  on  product  quality,  we  have  not  always  had  the  com- 
prehensive vision  and  understanding  of  total  quality  that  Baldrige 
espouses. 

Now  we  know  that  quality  is  much  more  than  just  tools  and 
techniques.  It  is  a  way  of  doing  business.  It  is  a  way  of  reaching 
out  to  and  serving  our  customers,  our  employees,  our  suppliers, 
and  also  our  communities. 

Quality  is  the  integration  of  these  techniques  and  approaches 
into  every  aspect  of  our  personal  and  business  lives. 

One  of  our  learning  tools  has  been  the  Baldrige  self-assessment 
process.  For  the  past  six  years,  every  unit  in  the  company  has  used 
the  Baldrige  criteria  to  measure  our  performances  and  to  identify 
areas  for  improvement. 

During  that  time,  the  continuous  improvement  of  the  criteria  has 
challenged  us  to  grow  and  keep  up  with  the  world  around  us.  In 
addition,  benchmarking  the  Baldrige  Award  winners  has  taught  us 
that  it  is  possible  to  make  great  strides. 

As  a  result,  not  only  has  our  Baldrige  Self-Assessment  Score  in- 
creased, but  by  any  measure  we  have  improved  significantly. 

For  instance,  we  are  measurably  better  in  terms  of  growth,  world 
market  share,  our  employee  base,  and  profitability  which  then 
funds  our  research  and  new  business  development. 

Baldrige  has  provided  the  framework  and  the  leadership  to  en- 
courage many  initiatives  at  the  industry,  business,  and  state  level, 
which  now  involves  thousands  of  organizations  all  striving  for  the 
same  quality  goals. 

It  is  crucial  that  this  approach  continue  until  literally  every  facet 
and  sector  of  our  country  is  involved.  We  believe  that  in  order  for 
Corning  truly  to  be  a  world  class  company,  we  need  world  class 
education  and  health  care  sectors,  and  also  world  class  suppliers 
and  world  class  customers. 

We  also  need  the  leadership  and  involvement  and  focus  that  only 
government  participation  can  provide. 

In  conclusion,  quality,  and  more  specifically  the  Baldrige  criteria, 
have  made  a  major  impact  on  Corning. 

I  encourage  you  to  continue  this  vital  competitive  effort.  By  doing 
so,  you  will  have  a  positive  effect  on  our  country,  our  country's 
competitiveness,  and  also  prosperity. 

Thank  you. 

[The  prepared  statement  and  attachments  of  Mr.  Mariner  fol- 
low:] 
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ORAL  TFSTrMONY 

by  Martin  R.  Mariner 
Director  of  Quality 
Coming  Incoiporated 


For  the  past  twelve  years,  under  the  leadership  of  Jamie  Houghton,  Coming  has 
committed  to  Total  Quality  in  the  broadest  sense.  Our  Quality  journey  was 
undertaken  because,  althougji  Coming  has  always  focused  on  product  Quality,  we 
have  not  always  had  the  comprehensive  vision  and  understanding  of  Total  Quality 
that  Baldrige  espouses. 

Now  wc  know  that  Quality  is  more  than  tools  and  techniques.  It's  a  way  of  doing 
business.  It's  a  way  of  reaching  out  to  and  serving  our  customers,  employees, 
suppliers  and  community.  Quality  is  the  integration  of  these  techniques  and 
approaches  into  every  aspect  of  our  business  and  personal  lives. 

One  of  our  learning  tools  has  been  the  Baldrige  self-assessment  materials.  For  the 
past  six  years,  every  unit  in  the  company  has  used  the  Baldrige  criteria  to  measure 
our  performance  and  identify  areas  for  improvement.  During  that  time,  the 
continuous  improvement  of  the  criteria  has  challenged  us  to  grow  and  keep  up 
with  the  world  around  us.  In  addition,  benchmarking  the  Baldrige  Award  winners 
has  taught  us  that  it  is  possible  to  make  great  strides.  As  a  result,  not  only  has  our 
Baldrige  self-assessment  score  increased,  but  by  any  measure,  we  have  improved 
significantly.  For  instance,  we  are  measurably  better  in  terms  of  growth,  world 
market  share,  employee  base,  and  profitability  which  funds  research  and  new 
business  development. 

Baldrige  has  provided  the  framework  and  the  leadership  to  encourage  many 
initiatives  at  the  industry,  business  and  state  levels  which  now  involve  thousands 
of  organizations  all  striving  toward  the  same  Quality  goals.  It  is  crucial  that  this 
approach  continues  until  every  facet  and  sector  of  our  country  is  involved.  We 
believe  that  in  order  for  Coming  truly  to  be  a  world-class  company,  we  need 
world-class  education  and  health  care  sectors  as  well  as  world-class  suppliers  and 
customers. 

In  conclusion,  Quality,  and  more  specifically  the  Baldrige  criteria,  have  made  a 
major  impact  on  Coming.  I  encourage  you  to  continue  this  vital  competitive 
effort.  By  doing  so,  you  will  positively  effect  our  country's  competitiveness  and 
prosperity. 


Ailachments: 

The  Corning  Total  Quality  Digest 

Corning 's  Houghton  Quality  Award  Program  brochure  (based  on  Baldrige) 


36 


"...  I  want  this  to  be 

the  day  on  which  wc, 

as  an  orrinnization, 

decide  to  become  world 

class  in  quality.  I 

challenjje  all  of  Corning 

Incorporated  to  achieve 

World-Class  Quality ..." 


James  R.  Hutijihtiiii 

Chairman 

]cinumy3l  1990 
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The  Award 


The  Houghton  Quahty  Award  is  a  formal,  merit-based 
recognition  of  superior  performance  by  a  unit  in  the  pursuit 
of  World-Class  Quality.  Any  unit  may  apply,  and  all  units 
meeting  the  requirements  will  receive  the  award. 


The  purpose  of  the  Houghton  Quality  Award  is  to  encourage 
and  recognize  quality  excellence  and  to  share  World-Class 
Quality  results  and  best  practices  within  Corning  Incorporated. 

The  Corning  ISO/Baldrige  self-assessment  tool,  the  Malcolm 
Baldrige  National  Quality  Award  criteria,  or  equivalent 
criteria  will  be  the  basis  for  the  Houghton  Quality  Award. 
All  categories  will  be  included. 

The  assessment  will  be  verified  either  by  one  of  the  regularly 
scheduled  ISO/Baldrige  audits  or  by  a  Corporate  Quality  visit  at 
the  unit's  request. 

Awards  will  be  made  at  two  levels  of  achievement:  (1)  those 
attaining  a  level  of  600  points  or  greater  along  with  ISO 
registration  where  applicable  and  (2)  those  attaining  a  level 
of  500  points  or  greater. 

For  a  point  of  reference,  site  visits  for  the  Malcolm  Baldrige 
National  Quality  Award  are  usually  selected  from  applications 
exceeding  600  points. 


Houghton  Quality  Award- —  Presented  to  units  that  achieve 
a  level  of  600  or  greater  through  self  assessment  and  are 
ISO  registered.  Where  ISO  registration  does  not  apply,  the 
requirement  will  be  waived. 

Houghton  Quality  Challenger  Award  —  Presented  to  units 
that  achieve  a  level  of  500  or  greater,  but  less  than  600,  through 
self  assessment. 


Eligibility 


A  division,  business,  plant  or  unit  of  any  size  within  the 
company  is  eligible  to  apply  for  the  award. 


Application 


A  written  application  including  the  unit's  self-assessment  scores 
will  be  required.  Application  material  should  be  limited  to 
existing  documentation  from  the  current  self-assessment  process. 


Awards  will  be  made  upon  application  and  verification.  Awards 
will  be  presented  on  site  by  a  member  of  Coming's  leadership. 


Evaluation  is  limited  to  your  own  self  assessment  along  with 
verification  by  Corporate  Quality. 
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Feedback  and  recommendations  will  be  made  by  the  audit 
team  upon  request. 


The  award  will  be  administered  by  the  Corporate  Quality 
Department.   Each  submitting  unit  should  provide  only  one 
copy  of  its  request.  All  applications  should  be  sent  to  Martin 
Mariner,  Director  of  Quality,  HQ-E2-11,  Corning,  N.Y.  14831. 


The  Houghton  Quality  Award,  created  by  Steuben,  will 
remain  on  display  in  the  Corporate  Headquarters  Building  in 
Corning,  N.Y.  The  display  will  include  names  of  winning  units 
and  year  of  the  award  for  each  level. 

Individual  winners  will  receive  a  plaque  to  display  in  their 
place  of  business. 

For  further  information  relative  to  the  self-assessment  process 
for  the  Houghton  Award,  contact  the  Quality  representative 
for  your  organization  or  the  Corporate  Quality  Department 

(LYNX  221-7970). 
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Corning  Total  I 
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'Today,  Quality  is  no 
longer  the  objective, 
Instead,  it  enables 
us  to  reach  our 
goals,  it  defines  the 
way  we  work,  and 
it  is  the  trademark 
of  our  commitment 


to  our  customers." 


J.ima  R.  H'jughton 

Chamnai!  und  Clmf  Exeamve  Officer 

earning  bicorpornteci 
June  1994 
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Corning  and  Quality 

After  a  decade  of  Total  Quality,  Oorning  Incorpotated 
remains  more  committed  than  ever  to  Quality.  In  face, 
the  company  recently  asked  employees  to  think  about 
their  commitment  to  Quality  in  a  new  way.  As  the 
way  they  meet  customers'  requirements.  Quality  gives 
us  the  tools,  the  methods  —  the  way  of  work  —  that 
will  enable  us  to  meet  and  anticipate  oiu'  customers' 
needs. 

In  assessing  Coming's  Quail  I ;, 
recognize  that  the  past  10  year  ■  i  lod 

of  change.  From  the  be;.;  i  Ibral  Quality 

IS  .1  journey.  In  1994,  we  kn,,■,^  :  ■,   :1  be 

filleil  with  rapid  change,  drama;  ,r.  now 

processes,  tougher  competition.  In  short,  we  face  the 
challenge  of  taking  action  —  and  taking  it  swiftly  — 
while  ensuring  we  look  to  our  customers  and  Total 
Quality  a,s  the  ways  to  succeed. 

Total  Quality  is  the  way  we  do  business.  To  as, 
Quality  is  understanding  who  the  customer  is,  and 
delivering  error-free  products  and  ser\'ices  better 
than  anyone  else,  on  time,  every  time. 
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Times  Have  Changed 


Quality  is  not  an  exercise*  or  a  list  of  activities  we 
must  remember  tu  flo   tr  is  rhe  u'ay  tie  work  at 
Corning  Incorporated. 

We  have  basic  Quality  mettiods  to  use.  depending 
on  the  need  or  requirement  —  the  tools  and  skills 
of  process  improvement,  decision-making,  problem 
solving,  Innovation  and  Pannership.  We  have 
equipped  our  shop  with  the  tools  we  need  to  build 
and  deliver  Quality  to  our  customers. 

The  principles  of  Quality  (meeting  the  require- 
m-  urk,  managing  by  prevention  and 

cosi  "i    ,11.1111,  I  11 L- the  expected  norm  for  us  in  our 
relarmnships   vrJi  one  another  and  with  our  cus- 
tomers and  suppliers. 

Have  we  met  the  expectations  we  had  when  we 
set  out  on  our  Quality  journey  a  decade  ago.^  In  many 
ways,  we  have  gone  beyond  our  aspirations.  We  have 
had  to. 

But  we  are  not  the  only  company  that  ha.s  changed 
over  the  past  decade.  Our  customers  have  changed, 
and  so  has  the  competition.  Tod;r.  wc  know  that 
Quality  is  no  longet  a  comix  111  i\(  ad\aiua;;e.  Ii  is 
expected. 

Because  we  got  an  eatlier  statt  in  Total  Quality 
than  many  U.S.  companies,  Corning  was  recognized 
as  a  leader.  And  in  that  leadership  role,  we  came  to 


realize  one  thing:  the  journey  to  World-Class  Quality 
was  much  mote  arduous  and  evolutionary  than  anyone 
imagined. 

In  the  early  days,  we  concentrated  on  awareness 
and  skills  training.  Soon,  we  found  that  new  ideas  and 
solutions  came  when  we  turned  to  employees  for 
answers  —  and  that  created  what  we  call  Pannership 
in  the  Workplace.  This  unique  agreement  between 
unions  and  management  paved  the  way  for  ever- 
higher  levels  of  service  and  ever-sharper  focus  on  the 
customer  and  on  Quality. 

But  to  communicate  and  effectively  evaluate  our 
progress,  we  needed  standards.  We  looked  beyond 
Corning  and  discovered  that  other  companies  were 
measuring  in  parts  per  million.  We  learned  from  our 
caistoraers  that  their  definition  of  on-time  deliver!' 
may  be  entitely  different  from  ours.  And  we  saw  that 
oiu*  competition  was  moving  much  faster  than  we  had 
expected. 

These  discoveries  helped  us  recognize  that  Quality 
must  be  more  than  a  goal.  It  must  be  integrated  into 
every  step  of  our  business  operations.  Quality 
and  business  goals  have  become  one  and  the  same. 

The  results:  better  and  more  timely  information, 
broader  understanding  of  customer  needs  and  business 
issues,  and  tighter  linkages  with  our  customers  and 
suppliers. 
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The  Future 

Looking  forward,  we  see  rhe  world  changing  ever 
fascer.  Cuscomers  demand  more,  and  our  competition 
ismore;L_  ^Jows  of  oppoftunity  close  at 

Our  ciLstomers  will  have  more  complex  and 
specific  requirements  tomorrow  than  today  —  and 
we  want  them  to  envision  Corning  as  a  partner  in 
meeting  rheir  vision  of  the  future. 

To  be  that  partner  tests  our  ability  as  an 
organization  and  as  individuals  to  perform  and 
produce  in  a  Quality  manner.  We  envision  ser\'ing 
our  castomers  in  such  an  outstanding  way  that 
they  view  us  as  their  supplier  of  choice.  The  result 
will  place  Corning  firmly  on  the  ground  we  seek. 

We  have  made  Qualit)'  an  integral  part  of  everj- 
employees  work,  linking  our  daily  operations  to  the 
goals  of  the  business  and  to  our  customers.  Quality 
is  a  '>eaniles';  ihrc-ad  in  the  febric  of  Coming's  varied 
busnus^es- 

Among  (Mornings  values.  Quality  stands  tall. 
Total  Qu„i.  '.ve  reach  our  business  , goals. 
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puter  program,  replaced 


traditional  brochures 


The  kit  provides  techni- 


cal information  about 


optical  fiber  —  in  a 


way  the  end-customers 


preferred. 
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Total   Quality  Policy 

it  is  the  policy  of  Corning  Incorporated  to  achieve  Total  Quality 
performance  In  anticipating  and  meeting  the  requirements  of  our 
customers.  Total  Quality  performance  means  understanding  who 
the  customer  is,  what  the  requirements  are  and  meeting  those 
requirements  better  than  anyone  else,  without  error,  on  time, 
every  time. 

Total  Quality  Goal 

delivering  error-tree 
-L  met^ajStomers  reqmreirsenis  100  percent 


Implementation 


inJhidujIlymd  in. 

of  our  CllSt'jr: 


I S5  life.  It  requires  each  of  us, 
.  ^  and  surpass  the  expectations 
ur  ability  to  learn  Irom  experience, 
,ind  to  fully  involve  all  our  people, 
ement  in  all  our  processes,  products  and 
ning,  tools  and  resources.  We  commit 
ch  other  —  by  living  the  value  of 
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Total  Quality  Strategies 

When  Corning  began  its  Quality  journey,  we  knew  there  were  changes 
to  be  made.  These  became  our  Strategies  —  the  foundation  for 
ensuring  that  Quality  became  how  we  work.  These  strategies  are  to: 

Provide  visible,  clear,  committed  leadership  at  all  levels 

Sciiinu  a  prrsoiLiI  example  ar  the  top  of  the  orjjanizacion  is  the  most  important  strategy 
and  (he  most  rehablc  predictor  ot  success.  The  leader  must  provide  vision,  direction, 
encouragement,  resources  and  assessment  of  results. 


Focus  on  customer  results 

Customer  focus  is  essential  for  meeting  the  requirements.  A  rigorous  process  is  necessary 
for  learning  rl;  ..:ieeing  on  how  the  requirements  are  to  be  measured. 

Once  agreemu  an  all-out  drive  to  achieve  error-free  work  in 

niLdini;  those  rec]uirements. 

Build  skills 

When  Total  Quality  was  introduced  at  Corning  in  1983,  a  culture  change  called  for 
training  in  awareness  and  the  basics  of  Quality.  Later,  training  emphasized  specific  skills 
such  as  problem  solving  and  statistical  analysis.  Today,  we  believe  our  Total  Quality 

plnluMiphi,  I  [inches  the  work  envimnmcnn,  providing  oppiortunities  to  learn  new  skills 
jiid  prepare  fur  the  rapid  chanLii";  our  businesses  must  make  to  remain  competitive. 
\\V  believe  these  oppnrtanuirs  exist  through  on-the-iob  experiences,  as  %vell  as  rhrough 
formal  courses,  skill  training  and  education.  Our  goal  remains  that  all  employees  be 
learners. 
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A  Corning  Asahi  Video 


Products  Company  team 


chose  IMPACT,  a  process 


analysis  tool,  to  improve 


ware-tracking  processes 


and  achieved  dramatic 


results.  The  team's 


results  included  a 


40  percent  reduction  in 


cost,  increased  inventory 


accuracy  from  70  percent 


to  95  percent  and 


reduced  shipping  errors 


48 


Achieve  and  recognize  employee  participation 

Formal  and  informal  recognition  by  leaders  and  peers  encourages  employees  to  participate 
in  solvnig  workplace  problems.  Recognition  reinforces  efforts  to  improve  pctformance. 

Communicate 

Tliis  is  a  vital  part  of  Total  Quality,  and  one  ibat  is  t-asy  to  underestimate.  Communication 
is  not  top  management  tallcing  ar  evenone  else.  It  is  a  shared  activity  among  leaders, 
employees,  customers  and  suppliers.  Workplace  commimication  continues  to  be  a  rigorous 
challenge.  The  dialogue  must  be  organized  and  consisrent,  open  and  direct  and  tied  to  our 
company's  business  strategies  and  objectives. 

Provide  a  Quality  process  and  Quality  tools 

Total  Qualit)'  began  b\'  providing  a  framework  lor  action.  ,Subsequcntly,  problem-solving 
methods,  conimunRauon  euidrs.  employee  sun'eys,  customer  and  supplier  Quality 
programs,  formulas  lor  managini.' , I         '  .ind  techniques  for  improving  services 

CO  customers  —   the  UHjIs  ot  Quahi.  rlnped  and  honed.  Today  Coming  has 

a  till!  lool  bo>;  a\  ail.ible  tor  our  use  m  satjslying  —  delighting  —  our  customers.  Teaching 
employees  to  select  the  right  cool  for  the  job  is  now  a  key  focus  in  training. 
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What  Is  Total  Quality 

Total  Quality  is  Coming's  system  of  work.  It  is  based  on  four  principles 
and  10  actions,  which  are  as  relevant  today  as  they  were  when  the  system 
was  introduced  in  1983. 

The  Four  Principles 

Metl  the  Requirements 

This  principle  dtiincs  quality  and  drives  the  entire  syscetn.  Employees  recognize  that 
customers  are  external  (those  who  bu\-  the  eompanv-'s  products  and  ^e^^■lcesi  and  internal 
(such  is  co-workers)-  Meeting  the  requjrenicnrs  is  rhe  foundation  of  every  |ob,  every  day. 
This  principle  insists  on  clear  communication,  initial  understanding  and  agreement 
about  the  requirements  and  execution  that  ensures  all  requirements  are  met. 

Error-Free  Work 

Error-free  work  sets  the  standard  for  meeting  requirements,  the  firsr  rime,  ever\'  time. 
The  principle  calls  for  an  attitude  that  no  error  is  acceptable,  and  that  if  an  error  does 
occur,  action  must  be  taken  to  keep  it  from  occurring  again. 

Manage  By  Prevention 

A  method  of  work,  manage  in  pn  w  nut  in  indicates  ili.ii  primuses  must  be  designed 
in  a  manner  that  ideir  !  errors  and  removes  them  from  the  process.  This 

principle  asks  that  ui  j  prevent  errors  supplant  after-the-fact  inspections 

to  ensure  Quality  —  it  builds  Qualiry  in  rather  than  inspecting  Qualicv-  out. 

Costof  Qu.ahty 

Till!  principle  states  that  there  is  a  cost  for  not  doing  things  correctly  die  tirsi  tmu 
This  focuses  attention  on  problems,  helps  set  priorities  for  error  correction  and  marks 
progress  toward  eliminating  problems. 
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A  production  team  at 
Coming's  Greenville, 
Ohio,  plant  used 
SOLUTIONS,  a  problem- 
solving  and  decision- 
making tool,  to 
find  ways  to  improve 
manufacturing  select 
rates  on  a  glass  utility 
dish.  Team  members 
found  a  simple,  no-cost 
soiution  that  increased 
select  rates  by 
5  to  10  percent  and 
increased  overall 
production  capability. 
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The   1  0  Actions 


Commitment 

A  continuint:  personal  pledge  of  action  in  support  of  Total  Quality. 

Teams 

The  grouping  of  people  to  manage  Total  Quality  at  each  location,  around  processes 
that  deliver  to  the  customer. 

Education 

Programs  to  create  awareness  and  teach  the  skill.s  and  techniques  required 
for  Total  Quality. 

Measure  and  Display 

Measurement  of  error  rates  to  focus  attention  on  the  need  for  corrective  action; 
uae  of  charrs  and  displays  of  those  error  rates  to  show  progress. 

Cost  of  Quality 

identification  of  the  dollar  cost  of  non-compliance  to  quality  vs.  the  cost  to  detect  and 
prevent  errors. 

Communication 

Continuous  and  consistent  activity  to  inform  every-one  about  company  and  unit 
strategy  and  goals  and  to  encourage  employee  ownership  of  this  vision. 

Corrective  Action 

Establishment  of  systems  for  individuals  or  tejuns  to  identify  and  elimitian  problems. 
Improvement  suggestions  froin  Corrective  Action  Teams  or  individuals  must  receive 
a  response  from  management  —  usually  within  seven  working  days. 

Recognition 

RrLugniz.ing  individual  and  group  partuip.itiun  in,  and  contribution  to.  Tutal  Qiiahtv 
performance  and  results. 

Event 

A  gathering  of  employees  to  celebrate  achievements  and  recommit  themselves 
to  Total  Quality  for  customers. 

Goals 

Establishment  of  error-reduction  goals  by  each  individual. 
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Coming's  Total  Quality  Tool  Box 

Corning  has  provided  employees  with  a  wide  variety  of  tools  to  use  in 
creating  value  for  our  customers.  Courses  are  offered  to  ensure  that 
people  understand  the  tools  well  enough  to  choose  the  right  one  for 
the  right  iob.  These  tools  of  Quality  have  proved  effective  and  powerful 
as  employees  increasingly  put  them  to  work.  They  have  enabled  Corning 
to  go  beyond  making  incremental  changes  and  to  venture  forward 
committed  to  creating  dramatic  improvements. 

IMPACT 

This  1 .  mi  driven  nuthod  designed  ro  improve  processe.s  through  time- 

li,  n.i;',i  mi-ni    IMPA(   I   i        '  i  .  to  identify,  analyze  and  redesign 

n  linlcs  implemcnt.uuin  ,  >  nrs  and  measures  to  ensure  success. 

It  targets  reducing  c>xle  nme.  removing  non-value-added  steps  and  reducing  tlie  sources 
of" errors.  Objutive.s: 

•  Better  servite  for  lustomcrs 

•  Fewer  steps,  tewer  errors 

•  Convert  time  saved  into  improved  financial  performance. 

SOLUTIONS 

A  rigorous,  rational  method  of  problem  solving,  decision  making  and  opporiunity  analy- 
sis, this  method  provides  tools  for  appraising  a  situation,  analyzing  critical  issues  and 
fixing  problems  permanently.  Ob]ntives: 

•  Accurately  identify  define ,  an.d) vt  and  resolve  problems 

•  Make  the  wisest  and  most  prodm  nve  decisions 

•  l\'   '.:         '  I  jiroblems 

-  Ma.Si,,,w>    |.,.U.Ui,.,  ,,,.,.,..,,1,.,.,.,, 
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Leaders  of  Coming's 


A 


Science  Products  Division 


used  SOLUTIONS,  a 


problem-solving  and 


decision-making  tool. 


to  help  evaluate  the 


acquisition  of  Costar 


Corporation.  The  process 


helped  uncover  potential 


problems  and  paved  the 


way  for  a  comprehensive 


communications  plan 


to  help  employees  and 


customers  understand 


the  new  operation. 
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Benchmarking 

A  step-by-scep  method  of  improvintr  performance  l)y  identifying  and  studying  best  prac- 
tices, then  comparing  them  to  our  current  processes. 
Objectives; 

•  Identify  processes  for  improvement 

•  Design  and  implement  improved  processes,  eliminating  performance  gaps. 

Key  Result  Indicators 

KRIs  are  Measures  of  Quality.  They  concentrate  effort  on  areas  considered  critical  to 
achieving  World-Class  Quality.  KRIs  provide  a  Qualiry  fouis  on  rhc  tuMomer  and 
process  issues  that  our  customers  value.  They  measute  agreed-upon  customer 
deliverables,  process  efficiency,  and  customer  and  employee  satisfaction.  KRIs  ate 
intended  to  demonstrate  continuous  improvement  and  focus  on  the  Vir.il  Few  issuer 
for  the  business.  These  measures  provide  a  business  focus  on  the  cu-'  '"  •  '■    "  ' 
process  issues  that  are  genuinely  important,  particularly  those  th.v  invc 

ability  and  customer  satisfaction.  KRIs  are  used  for  ongoing  business  assessment,  as 
well  as  for  incentive  compensation. 

Innovation  Process 

Coming's  five-stage  Innovation  Process  is  used  to  develop  ideas  and  create  market- 
.ippropn.ite  technologies,  products  and  services.  It  is  used  in  developing  new  products, 
product  extensions  and  renewals.  The  team-driven  process  provides  incremental  steps 
to  reduce  development  time,  increase  rhe  success  rate  for  projects  and  to  identifj'  less 
promising  projects  early  in  their  development.  The  five  stages  are  build  knowledge, 
determine  feasibility,  test  practicality,  prove  profitability  and  commercialize.  Stage  zero 
was  added  to  tile  process  in  1993  to  mark  a  structured  process  for  generating  new  ideas. 
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Partnership  in  the  Workplace 

Partnership  in  the  Workplace  is  a  method  oi  eniployx-c  involvement  that  aligns  business 
goals  at  all  levels.  It  is  based  on  the  concept  of  teamwork  —  people  working  together  to 
improve  processes.  Partnership  pats  management  and  employees  on  che  same  side  ot  the 
table,  tmited  in  their  efforts  to  beat  the  competition,  to  win  their  customers'  business. 
.Workers  involved  in  Partnership  efforts  develop  a  deeper  understanding  of  their  busi- 
nesses and  commit  to  success  through  their  individual  ;tnd  team  efforts. 

Baldrige  Standards 

The  Malcolm  Baldrige  National  Quality  Award  uses  criteria  to  measure  excellence,  lead- 
ing to  recognition  of  U.S.  companies  in  the  areas  of  quality  achievement  and  quality 
management.  The  awatd  is  based  on  examination  of  the  company's  operations  in  seven 
categories:  Leadership,  Information  and  Analysis,  Strategic  Quality  Planning,  Himian 
Resource  Development  and  Management.  Management  ot  Process  Quality,  Quality  and 
Operational  Results,  and  Customer  Focus  and  Satisfaction. 


56 


A  MetPath  team  tackled 


the  process  used  to  start 


up  new  patient  centers. 


Using  IIVIPACT  to  analyze 


the  process,  the  team 


produced  guidelines  for 


a  30-day  start-up  process. 


Before  IMPACT,  start-ups 


took  anywhere  from  two 


months  to  two  years. 
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ISO  9000  Standards 

Registration  to  these  iaternational  standards  tor  quality  systems  is  rapidly  becoming  a 
requirement  for  doing  business  in  global  markets.  The  standards  establish  quality  assur- 
ance models  ior  design,  development,  manufacturing  and  commmercial  activities.  ISO 
supports  Coming's  Worid-Class  Quality  Assessments  by  providmg  validation  of  current 
processes  through  independenr  audit. 

World-Class  Quality  Assessments 

This  process  consists  of  two  components:  a  unit  self  assessment  and  an  independent 
assessment  by  a  Corning  team.  It  helps  Corning  Incorporated 's  business  units  measure 
and  evaluate  their  Quality  performance  against  Baldrige  and  ISO  9000  world-class 
standards.  The  assessment  process  provides  systematic,  objective  and  independent 
measurement  steps  designed  to  help  business  units  methodically  improve  all  processes, 
ser%'ices  and  products.  Self  assessments  are  prepared  by  every  Corning  unit  and  serve  as 
the  basis  for  establishing  improvement  plans.  Key  Result  indicators  and  targets  for 
GoalSharing  plans. 
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O 


▼ 

The  first  Quality 
Awareness  semi- 
nars are  held. 

T 

The  first  Employee 
Climate  Survey  is 
administered. 

T 

The  first  Quality 
Milestone  event 
is  held  in  Corning, 
N.Y.,  with  eight 
teams  sharing 
success  stories. 

T 

Coming's 
Management 
Committee  unveils 
the  1991  Quality 
Goals. 

T 

Phase  11  Quality 
Skills  training 
begins. 

T 

First  Innovation 
conference  is  held. 

Chairman 

James  R.  Houghton 
is  named  Chairman 
of  National  Quality 
Month. 

Chairman 
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Coming's  Values 

86 

Focus  shifts  to 

James  R.  Houghton 

O  1 

Sutement  is 

Ow 

external  customers 

announces  bis 

communicated 

as  Tom  Peters 

commitment  to 

cotporate-wide. 

challei^ges  Coming 

Total  Quality. 

The  Vital  Few 

at  Quality 
Milestone  IV. 

By  year's  end, 

concept  is 

the  Coming 

introduced. 

The  first  Union/ 

Quality  Institute 

Management 

is  established. 

By  year's  end, 
80  percent  of  all 
employees  have 
completed  Quality 
Awareness  training. 

Partnership  event 
is  held. 

^ 


3 

a  ► 


^^  announces  his  communicated  as  Tom  Peters  y^  |' ' 


(A 
(0 

0) 


D" 


0 
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Total  Quality  has 

w^ 

-    t 

become  a  way  of  life 

fc^^  "  ^ 

it     t    1 

and  a  formal  part 

r 

1    J      c  r      T       r 

of  employees'  perfor- 

lie W  orld  CUss 

mance  reviews. 

'  )Ljlin  plans 

▼ 

V 

Corrective  action 

relecommunicat.o 

suggestions  number 

Pioducts  Division 

I6,36f').  Forty  f^ercenr 

i-rf.vcsche 

of  employees  servec 

Hrmghcon  Award, 

on  2,244  Quality 

v.oming's  internal 

teams. 

'S 

award  for  quality. 

88 


Coming  Life 
Sciences  rolls  out 
the  Quality 
Management 
System  and 
incrociuces  the  self- 
assessment  process. 


of  SOLUTIONS, 
INfPACT  and 

Benchmarking 
training  and  use 
of  the  new  cools 
to  resolve  business 

ch.ilicn-es 

Technical  Products 


92 


Qui 
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Corporate  Overview 


Corning  Incorporated  is  a  diversified  products  and  services  company 
with  a  strong  tradition  of  technological  innovation.  Although  historically 
a  glass,  consumer  products  and  specialty  materials  manufacturer.  Corning 
has  identified  three  key  global  growth  markets:  communications,  the 
environment  and  life  sciences. 


ith  optical  fiber  (hair  thin  scrands  of 
ses  of  laser  light),  and  optical  cable 
components  such  as  signal  splitters 
reduced  by  Corning  include  liquid- 
isks  for  compurers,  as  well  a.s  lens 


Lil.ir  ceramics,  the  honeycomb-like 
■IS  and  emissions-control  systems. 
!on  systems  for  water  and  chemical 
mv  is  a  leader  in  environmental 
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"'F 


-ach  day,  working  wuh  hospitals  and 
,L  u.5c,-i'  -  '  urnmg  also  offers  testing  setvices  for 
iiit:  new  drugs  and  provides  plastic  labware  for  the 


in  addition,  to  these  growth  markets.  Corning  maintains  a  leadership 
position  in  specialty  materials.  These  include  Corning  Consumer  Products 
Company,  which  provides  a  full  range  of  cool<ware  and  dinnerware, 
mcluding  the  well  known  trademarks  of  Pyrex,  Revere  Ware,  Corning 
Ware,  Visions  and  Corelle. 

In  a!l  the  company  offers  more  than  60,000  products  for  use  in  homes, 
factories,  on  the  highway  and  even  in  space.  From  the  light  bulb  a  century 
ago  to  television  in  the  1960s  and  optical  fiber  and  liquid-crystal  displays 
m  the  1990s,  Corning  has  relied  on  core  competencies  in  glass  and  glass 
ceramics  to  add  value  to  our  lives. 

Corning  also  is  an  investor,  with  an  ownership  of  50  percent  or  less 
in  more  than  20  affiliated  companies  in  18  countries.  Among  the  largest 
of  these  are  Dow  Corning  Corporation  (silicones),  Pittsburgh  Corning 
Corp.  (architectural  glass)  and  Samsung-Corning  Company  Ltd.,  the  South 
Korea-based  maker  of  panels  and  funnels  for  television  picture  tubes. 

In  1993,  sales  for  the  company  topped  $4  billion.  Combined  sales  for 
the  company,  its  subsidiaries  and  affiliated  companies  totaled  some 
S7.3  billion. 


21-036  0-95-3 
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Mrs.  MORELLA.  Thank  you,  Mr.  Mariner.  Again,  congratulations 
to  you.  I  also  congratulated  Emil  Houghton,  too,  for  what  his  broth- 
er and  the  company  have  done. 

Mr.  McBee,  congratulations  to  you,  also.  In  fact,  as  a  matter  of 
fact,  the  Chairman  of  the  Full  Committee  wanted  to  introduce  you, 
Mr.  McBee.  So  we  will  summon  him  promptly  so  he  may  do  so. 

Mr.  Chairman,  we  are  going  to  leave  to  you  the  introduction  of 
our — 

Chairman  WALKER.  Oh,  thank  you  very  much,  Madam  Chair- 
woman. 

I  am  delighted  to  welcome  Mr.  McBee  before  the  Committee 
today.  We  were  delighted  this  week  to  find  out  that  Armstrong 
World  Industries,  headquartered  in  my  District,  is  the  recipient  of 
this  year's  Baldrige  Award. 

Mr.  McBee  has  been  the  Director  at  the  company  who  has  had 
charge  of  this  award  and  quality  process,  and  I  am  delighted  that 
you  could  take  time  from  your  schedule  to  come  before  us  and  tes- 
tify today. 

Thank  you.  We  are  very,  very  supportive  of  the  work  that  goes 
on  behind  the  Baldrige  Award  and  are  delighted  that  you  have 
come  here  to  share  with  us  a  little  bit. 

Madam  Chairwoman. 

Mrs.  MORELLA.  Thank  you. 

Mr.  McBee,  we  look  forward  to  hearing  from  you. 

STATEMENT  OF  WILLIAM  B.  McBEE,  DIRECTOR,  CORPORATE 
QUALITY,  ARMSTRONG  WORLD  INDUSTRIES,  INC.,  WASHING- 
TON, D.C.,  1995  MALCOLM  BALDRIGE  AWARD  WINNER  [IN- 
VITED] 

Mr.  McBee.  Thank  you,  Mr.  Chairman,  and  Madam  Chair- 
woman. 

Good  morning.  My  name  is  Bo  McBee.  I  am  Director  of  Quality 
for  Armstrong  World  Industries.  On  behalf  of  the  2500  men  and 
women  from  Building  Products  Operations,  I  just  want  to  say  we 
are  absolutely  thrilled  to  have  been  recognized  for  the  Baldrige 
Award  this  year. 

I  have  been  with  Armstrong  for  24  years,  and  since  1983  have 
been  involved  in  helping  them  improve  their  competitiveness  by  the 
quality  management  process. 

I  have  been  a  member  of  the  Board  of  Examiners  for  the 
Baldrige  Award  for  six  years,  and  I  have  been  intimately  involved 
in  the  Pennsylvania  Quality  Leadership  Award  process  as  lead 
judge,  and  a  local  quality  award  in  our  Lancaster  community 
where  over  50  organizations  have  already  been  through  the  process 
at  the  grassroots  level. 

Let  me  quickly  express  my  views  on  why  Armstrong  has  em- 
braced the  Baldrige  Award  criteria  and  the  process  for  the  last 
eight  years,  and  why  we  believe  the  United  States  Government 
should  continue  to  play  a  leading  role  in  the  improvement  and  em- 
ployment of  the  Award  program. 

Armstrong  decided  to  pursue  the  concepts  of  quality  management 
in  1983  to  improve  our  ability  to  compete  both  within  the  United 
States  and  globally. 
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In  1988,  we  integrated  the  Baldrige  criteria  into  our  ongoing 
quality  improvement  process.  We  did  it  for  two  reasons. 

First,  we  believe  that  the  criteria  truly  reflects  the  characteris- 
tics of  a  world  class  competitor,  and  therefore  is  a  good  benchmark 
for  excellence  in  business. 

Secondly,  we  have  shown  through  several  years  of  using  the  cri- 
teria that  higher  Baldrige  scores  and  all  that  are  behind  those 
scores  correlate  to  higher  return  on  asset  numbers.  That  is  our  bot- 
tom line  shareholder  performance  indicator. 

Therefore,  we  feel  the  pursuit  of  the  Award  itself  is  consistent 
with  our  efforts  to  create  shareholder  value. 

Use  of  the  criteria  within  Armstrong  since  1988  has  generated 
more  positive  change  than  any  single  tool  or  technique  that  we 
have  used  in  our  12-year  quality  journey.  That  is  saying  quite  a  lot, 
given  all  the  change  that  we  have  experienced  over  the  last  five  to 
seven  years. 

We  believe  NIST  has  played  a  critical  role  in  the  Baldrige  Award 
program  that  would  be  very  difficult  to  duplicate  for  several  rea- 
sons. 

First,  fundamental  to  the  award  process  is  the  trust  and  integ- 
rity by  which  the  examination  process  is  administered.  NIST  has 
done  an  outstanding  job  at  addressing  from  a  neutral  standpoint 
the  many  issues  and  conflicts  that  occur  during  the  normal  course 
of  an  award  cycle. 

Secondly,  the  resources  provided  by  the  United  States  Govern- 
ment for  Baldrige  Award  Programs  are  multiplied  by  a  significant 
factor  through  the  partnering  relationships  the  Award  office  has 
developed  with  literally  thousands  of  volunteers. 

I  am  one  of  the  many  volunteers  within  Armstrong  that  work  in 
the  state  and  local  award  programs,  all  driven  from  the  informa- 
tion and  guidelines  of  the  Baldrige  office. 

It  is  unlikely  that  there  are  too  many  other  partnerships  where 
the  dollars  invested  have  such  an  enormous  positive  impact  on  our 
Nation's  ability  to  compete. 

Third,  NIST  and  the  professionals  associated  with  the  Baldrige 
process  have  done  a  superlative  job  of  updating  the  criteria  to  re- 
flect the  learnings  from  the  previous  awards'  cycle. 

Their  ability  to  coordinate  the  joint  effort  between  business,  aca- 
demia,  and  government  to  improve  the  criteria  and  the  process  has 
proven  to  be  highly  effective  and  sustains  the  interest  in  the 
Baldrige  program. 

I  can  personally  tell  you  that,  had  the  bar  not  been  significantly 
raised  each  year,  Armstrong  would  not  be  participating  in  the 
Award  process. 

Finally,  the  involvement  of  the  Secretary  of  Commerce  and  the 
President  of  the  United  States  has  been  an  important  aspect  of  the 
process,  giving  it  the  visibility  and  stature  it  needs  to  get  the  atten- 
tion of  CEOs  and  senior  executives  throughout  our  country. 
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On  behalf  of  the  employees  of  Armstrong  World  Industries  I  am 
here  today  to  advocate  that  the  United  States  Government  con- 
tinue to  work  with  us  through  their  support  of  the  Baldrige  Award 
Program  to  continue  our  successful  efforts  to  improve  our  competi- 
tiveness. 

Thank  you,  very  much. 

[The  prepared  statement  of  Mr.  McBee  follows:] 
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William  B.  McBee 

Testimony  to  the  Committee  on  Science,  Subcommittee  on  Technology 

U.S.  House  of  Representatives 

Washington,  D.C.  20515 

Wednesday,  October  18,  1995 

10:30  a.m. 

2318  Raybum  House  Office  Building 


Good  Morning.  It  is  a  sincere  pleasure  to  have  this  opportunity  to  participate  in 
the  hearing  on  the  Malcokn  Baldrige  National  Quality  Award  program. 

My  name  is  Bo  McBee,  Director  of  Corporate  Quality  for  Armstrong  World 
Industries,  Inc.  Armstrong's  Building  Products  Operation  (BPO),  the  recipient  of  the 
Malcolm  Baldrige  National  Quality  Award,  is  the  worid's  largest  manufacturer  and 
marketer  of  acoustical  ceiling  systems  for  commercial  and  residential  markets.  Sales  in 
1994  totaled  $628  million.  BPO  has  2,500  employees  working  at  our  headquarters  in 
Lancaster,  Pa.,  and  in  seven  manufacturing  facilities  across  the  country.  I  have  been  with 
Armstrong  for  24  years,  and  I  have  been  involved  in  the  efforts  to  increase  our  global 
competitiveness  through  Quality  Management  since  1983.  I  have  been  a  member  of  the 
Board  of  Examiners  for  the  Malcolm  Baldrige  National  Quality  Award  for  six  years.  I 
played  a  leading  role  to  help  establish  the  Pennsylvania  Quality  Leadership  Award  process 
and  served  as  the  lead  judge  last  year  for  the  Pennsylvania  State  Award  process  which  is 
based  on  the  Malcolm  Baldrige  Award  criteria. 

I  am  also  chairman  of  the  Chamber  of  Commerce  Quality  Council,  and  we  have  a 
community  quality  award  program  also  based  on  a  simplified  version  of  the  Baldrige 
criteria  that  is  available  for  Lancaster  County  organizations.   We  have  had  over  50  local 
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organizations,  both  profit  and  non-profit,  health  care,  and  business  participate  at  the 
grassroots  level  since  this  inception  in  1991. 

Finally,  I  am  a  member  of  the  panel  of  judges  and  a  member  of  the  performance 
committee  for  the  Excellence  in  Service  Quality  Award  which  recognizes  non-profit 
human  service  organizations  such  as  the  United  Way  and  its  agency  organizations  which 
excel  in  quality  management  and  achievement. 

Let  me  quickly  express  my  views,  on  why  Armstrong  has  embraced  the  Baldrige 
award  criteria  and  process  for  the  last  8  years,  and  why  we  believe  the  United  States 
government  should  continue  to  play  a  leading  role  in  the  improvement  and  deployment  of 
the  award  program. 

Armstrong  decided  to  pursue  the  concepts  of  Quality  Management  in  1983  to 
improve  our  ability  to  compete  both  within  the  US  and  globally.  In  1988,  we  integrated 
the  Baldrige  criteria  into  our  ongoing  Quality  Improvement  Process  for  two  reasons: 

1 .  We  believe  that  the  criteria  truly  reflects  the  characteristics  of  a  world-class 
competitor  and  therefore  is  a  good  benchmark  for  excellence  in  business,  and 

2.  We  have  shown  through  several  years  of  using  the  criteria,  that  higher  Baldrige 
scores  correlate  to  higher  return  on  asset  numbers.  Therefore  we  feel  the  pursuit  of  the 
award  itself  is  consistent  with  our  efforts  to  create  shareholder  value. 

Use  of  the  criteria  within  Armstrong  since  1988,  has  generated  more  positive 
change  than  any  single  tool  or  technique  that  we  have  used  in  our  12  year  old  quality 
process.    That  is  saying  a  lot  given  the  amount  of  change  we  have  experienced  over  the 
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last  five  years    We  use  the  criteria  globally  as  a  framework  to  assess  any  business  or  staff 
department  ability  to  deliver  customer  and  shareholder  value. 

We  believe  NIST  has  played  a  critical  role  in  the  Baldrige  Award  Program  that 
would  be  very  difficult  to  duplicate  for  several  reasons: 

First,  fundamental  to  the  award  process  is  the  trust  and  integrity  by  which  the 
examination  process  is  administered.  NTST  has  done  an  outstanding  job  at  addressing, 
from  a  neutral  standpoint,  the  many  issues  and  conflicts  that  occur  during  the  normal 
course  of  an  award  cycle. 

Secondly,  the  resources  provided  by  the  United  States  government  for  the  Baldrige 
Award  program  are  multiplied  by  a  significant  factor  through  the  partnering  relationships 
the  award  office  has  developed  with  literally  thousands  of  volunteers.  I  am  one  of  the 
many  volunteers  within  Armstrong  that  work  in  the  State  and  Local  Award  programs,  all 
driven  from  the  information  and  guidelines  of  the  Baldrige  Office.  It  is  unlikely  that  there 
are  too  many  other  partnerships  where  the  dollars  invested  have  such  an  enormous 
positive  impact  on  our  nation's  ability  to  compete. 

Third,  NIST  and  the  professionals  associated  with  the  Baldrige  process  have  done 
a  superlative  job  of  updating  the  criteria  to  reflect  the  learnings  from  the  previous 
award  cycle.  Their  ability  to  coordinate  the  joint  effort  between  business,  academia  and 
the  government  to  improve  the  criteria  and  award  process  has  proven  to  be  highly 
effective  and  sustains  the  interest  in  the  Baldrige  Program.  I  can  personally  tell  you  that 
had  the  bar  not  been  significantly  raised  each  year,  Armstrong  would  not  have  participated 
in  the  process. 
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Finally,  the  involvement  of  the  Secretary  of  Commerce  and  the  President  of  the 
United  States  has  been  an  important  aspect  of  the  process,  giving  it  the  visibility  and 
stature  it  needs  to  get  the  attention  of  CEO's  and  business  leaders  throughout  the  country. 

On  behalf  of  the  employees  of  Armstrong  World  Industries,  I  am  here  today  to 
advocate  that  the  United  States  Government  continue  to  work  with  us  through  their 
support  of  the  Baldrige  Award  Program  to  continue  our  successful  efforts  to  improve  our 
competitiveness. 
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Mrs.  MORELLA.  Thank  you,  very  much. 

It  has  been  an  excellent  panel  from  the  whole  genesis  of  quality 
management,  to  the  Foundation  concept,  the  Council  on  Competi- 
tiveness, and  the  two  winners  that  we  have. 

The  enacting  legislation  for  the  Baldrige  Award  stated  that 
Award  funding  would  come  from  gifts  from  the  public  and  the  pri- 
vate sector,  and  from  fees  that  would  be  assessed  to  the  applicants 
who  applied  for  the  Awards. 

I  know  Mr.  Hudiburg  talked  about  $100  million  going  into  this, 
whereas  $3  million  is  basically  what  government  presents  to  it,  but 
do  you  think  that  we  can  get  these  Awards  and  this  program  to  be 
self-sustaining? 

I  would  address  this  to  any  of  you  on  the  panel  who  would  like 
to  comment  on  it. 

Mr.  Hudiburg.  Well,  the  Federal  involvement  from  the  financial 
point  of  view  is  quite  small  but  very  dramatic  in  its  impact.  As  you 
have  heard  Bo  McBee  say,  there  are  two  things: 

The  President  makes  the  award,  and  the  involvement  of  the  Ad- 
ministration, the  last  three  Administrations,  has  been  crucial.  We 
would  not  be  on  the  front  page  of  USA  Today,  for  example,  or  when 
the  awards  are  handed  out  would  not  get  the  publicity  unless  the 
President  of  the  United  States  was  involved.  It  just  adds  enor- 
mously. 

The  Baldrige  has  become  the  model  for  the  whole  world — not  the 
Deming  Prize,  but  the  Baldrige  Awards.  There  are  two  dozen 
awards  similar  all  over  the  world  based  on  the  same  thing. 

For  example,  in  Sweden  the  King  of  Sweden  makes  the  award. 
So  I  think  the  Federal  involvement  of  the  President  and  the  Ad- 
ministration, the  stature  and  so  on,  is  vital  if  it  is  to  be  what  we 
call  the  "Baldrige  Award." 

The  other  thing  is  that  it  has  grown  far  beyond  just  "an  award." 
It  is  not  just  the  Oscar  or  something,  which  is  pretty  much  funded 
by  private  industry  now,  but  there  are  at  least  50 — there  are  35 
states.  We  talk  about  an  devolution.  This  is  a  model  for  devolution. 
In  55  state  awards  they  get  a  lot  of  leadership  and  direction  and 
counsel  and  guidance  from  NIST. 

The  lessons  learned,  and  the  credibility,  and  the  legitimacy — by 
the  way,  I  do  not  think  the  President  wants  to  hand  out  an  award 
unless  he  is  assured  that  it  is  indeed  a  highly  regarded,  legitimate, 
recognized-throughout  the  United  States  for  being  an  excellent 
process  to  produce  the  winners. 

So  I  think  a  limited  amount,  a  very  limited  amount  of  Federal 
Government  involvement  is  essential  and  necessary. 

Now  we  can  try  to  raise  more  money — in  fact,  we  will  try  to  raise 
more  money — but  we  are  now  looking  at  of  course  the  two  crucial 
areas  of  health  care  and  education  which  are  not  under  the  initial 
authorization  at  all,  although  it  provided  for  new  areas. 

I  think  that  the  Foundation  and  its  direct  contribution  is  pretty 
well  strapped  doing  just  what  we  are  now.  Some  monies  are  going 
to  have  to  be  found  from  industry  and  from  academia  and  so  on 
to  help  fund  these  other  areas,  as  well. 

I  do  not  think  we  could  raise  the  $50  million  that  would  be  need- 
ed to  produce  the  $3  million  additional  funds  in  private  industry 
for  a  variety  of  reasons.  I  frankly  think  it  would  be  a  bad  idea. 
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When  we  went  out  to  talk  about  giving  donations,  we  asked  for 
a  maximum  of  $150,000  from  a  company  over  a  three-year  period. 
We  did  not  want  a  skeptic  to  say  that  General  Motors — what  is 
$150,000  to  General  Motors?  You  know.  It's  about  like  $3  milhon 
to  the  Federal  Government,  I  guess. 

But  we  did  not  want  anyone  to  say  that  the  General  Motors  or 
any  other  recipient  had  bought  the  award  by  giving  a  lot  of  money. 
So  we  deliberately  kept  the  amount  of  money  small  and  had  it  as 
broad  as  possible. 

If  we  were  to  have  to  raise  $50  million  or  something,  we  would, 
I  think,  reach  that  concept. 

It  is  not  a  lot  of  money,  but,  boy,  it  is  an  important  amount  of 
money,  that  $3  million,  and  it  is  leveraged  to  at  least  $100  million, 
which  Congresswoman  Johnson  just  mentioned  leveraged  pro- 
grams. So  this  one  is  the  model  for  the  leveraged  program. 

So  I  seriously  question  both  the  ability  to  completely  fund  it,  or 
more  importantly  the  desirability  to  do  that. 

Mrs.  MORELLA.  Would  anyone  else  like  to  comment? 

Mr.  Stata? 

Mr.  Stata.  I  could  add  to  that. 

I  think  many  of  us  have  come  to  the  conclusion  that  the  competi- 
tiveness and  standard  of  living  of  our  work  force  is  a  very  high  pri- 
ority in  America  today. 

I  think  there  are  lots  of  linkages  that  show  that  the  Baldrige 
Program  and  the  Quality  Management  Program  contributes  di- 
rectly to  those  very  important  priorities. 

So  in  the  end  we  say.  Who  are  the  benefactors  of  the  investment 
that  the  U.S.  Government  makes  in  this  program?  It  is  really  the 
working  men  and  women  of  America  who  are  the  benefactors  in  the 
end,  in  the  nature  of  their  jobs,  and  their  incomes,  and  the  success 
of  the  companies  and  security  of  the  companies  for  which  they 
work. 

So  in  that  sense  it  is  a  question  of,  you  know,  who  should  be  con- 
cerned about  the  millions  of  workers,  and  who  should  provide  this 
support  to  move  these  programs  forward. 

I  think  in  that  sense  we  made  a  very  good,  I  think,  beginning, 
but  I  think  anybody  who  has  studied  this  recognizes  that  we  have 
only  scratched  the  surface  in  terms  of  the  number  of  institutions 
and  companies  that  can  benefit  by  learning  to  reduce  quality  man- 
agement and  to  practice  in  our  organizations,  both  the  profit  and 
nonprofit  organizations. 

So  I  think  there  is  a  lot  of  evidence  that  this  is  a  long-term  in- 
vestment. There  is  still  a  decade  ahead.  We  have  come  already, 
thanks  to  Dr.  Juran  and  others,  through  a  very  important  decade 
just  passed,  but  we  have  another  decade  to  go. 

I  think  it  is  appropriate  for  the  Federal  Government  to  make  in- 
vestments in  sort  of  management  technology  as  it  does  through  the 
National  Science  Foundation  and  other  organizations  to  the  long- 
term  security  and  health  and  economic  prosperity,  and  there  is 
really  no  better  payoff  I  think  than  the  modest  funds  that  are  in- 
vested in  this  program. 

Surely  industry  has  stepped  up.  It  will  continue  to  step  up  in  its 
support.  It  was  not  mentioned,  but  I  think  most  of  the  Baldrige 
winners  contributed  $6  million  together  with  the  National  Science 
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Foundation,  to  do  research  in  our  universities  to  understand  Qual- 
ity management  better,  to  teach  it  better.  That  is  just  one  of  many 
indications  of  the  commitment  that  industry  has  to  this. 

But  it  is  not  the  way  our  society  works  that  I  think  that  indus- 
try, or  any  particular  segment  or  any  group  of  companies  should 
carry  such  a  heavy  burden  of  importance  to  the  long-term  prosper- 
ity of  our  country. 

Mrs.  MORELLA.  I  can  certainly  see  the  commitment  industry  has. 
This  year  we  authorized  $3.4  million  from  this  Committee,  but  Ap- 
propriations on  the  House  side  is  $2.9  million.  So  you  can  see  it 
gets  on  the  cutting  board  in  terms  of  why  can't  industry  put  in 
more  since  the  Federal  Government  puts  in  so  little. 

Dr.  Juran,  you  wanted  to  comment  on  that,  sir? 

Dr.  JuRAN.  I  am  more  than  a  bit  alarmed  at  the  prospect  of  de- 
stabilizing this  continuity  taking  place  here. 

We  have  begun  the  quality  revolution,  and  as  I  indicated  we 
have  through  the  Baldrige  process  identified  the  role  models.  We 
have  gotten  from  the  role  models  information. 

How  did  they  achieve  their  revolution? 

How  did  they  get  to  be  quality  leaders? 

Through  the  Baldrige  process  we  are  disseminating  that  through 
the  rest  of  the  country.  Even  abroad  you  have  these  awards  set  up 
in  Britain  and  in  other  European  countries,  and  even  a  European 
award.  It  has  been  embarrassing  for  the  Europeans  that  the  major- 
ity of  the  winners  of  the  European  award  have  been  subsidiaries 
of  American-based  multi-national  companies. 

I  think  that  is  one  of  the  byproducts  of  the  Baldrige  Award  proc- 
ess. It  took  the  Japanese  several  decades  to  make  their  revolution, 
and  it  is  going  to  take  us  several  decades.  To  create  the  discontinu- 
ity there  would  be  an  unnecessary  piece  of  damage. 

I  hope  that  is  not  going  to  happen. 

Mrs.  MORELLA.  Thank  you,  sir. 

Mr.  Mariner,  did  you  want  to  comment  on  that? 

Mr.  Mariner.  Just  a  brief  word. 

The  Baldrige  Award  process  is  a  partnership  between  industry 
and  government.  That  partnership  is  very  real.  To  answer  your 
specific  question,  I  have  great  faith  in  Mr.  Hudiburg  to  raise  some 
additional  funds,  but  I  think  the  real  issue  is  not  that,  but  rec- 
ognizing that  this  is  a  partnership,  and  recognizing  that  NIST  and 
industry  have  worked  together  to  establish  these  standards  and  to 
improve  them  and  set  goals  and  continue  to  raise  the  bar;  that 
without  a  base  level  of  support  and  participation  by  the  United 
States  Government  it  will  no  longer  become  what  it  is. 

We  need  that  base  level  of  support  and  intent  and  participation 
to  maintain  the  integrity  of  the  program. 

Mrs.  MORELLA.  I  thank  you  very  much. 

I  have  another  question  I  want  to  ask  you,  but  I  want  to  defer 
now  to  the  Chairman  of  the  Committee  for  questioning  of  the 
panel.  Thank  you. 

Distinguished  Chairman,  Mr.  Walker. 

Chairman  Walker.  I  thank  you,  Mrs.  Morella. 

First  of  all,  let  me  say  that  I  do  not  think  there  is  a  question 
amongst  the  leadership  of  this  Committee  or,  as  far  as  I  know. 
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amongst  the  leadership  of  the  House,  about  the  use  of  the  Baldrige 
Award  as  being  an  important  part  of  our  future. 

I  mean,  that  is  not  a  question  here. 

There  is  some  question,  I  would  say,  about  the  amount  of  bu- 
reaucracy that  is  required  to  carry  it  out,  and  how  much  the  Fed- 
eral Government  needs  to  be  involved  in  that  process.  But  we  are 
fully  committed  to  the  idea  that  the  Baldrige  Award  will  continue 
into  the  future,  and  that  it  will  have  the  kind  of  role  that  is  played 
to  be  an  award  that  exemplifies  American  quality  and  quality  man- 
agement. 

I  think  there  has  been  some  fairly  broad  misinformation  about 
where  we  are  headed  on  this,  and  it  has  suggested  that  somehow 
we  are  opposed  to  the  continuance  of  the  Baldrige  Award.  That  is 
just  not  the  case. 

The  Federal  Government  should  be  involved  for  the  reasons  that 
Mr.  Hudiburg  has  talked  about,  having  the  President  give  this 
award,  and  having  the  Secretary  of  Commerce,  or  in  the  case  we 
think  that  it  will  ultimately  be  the  Administrator  of  the  Science 
Agency  and  so  on,  having  those  people  involved  in  all  of  this  will 
be  a  very,  very  important  part  of  the  country's  future. 

But  I  must  say  that  I  am  somewhat  concerned,  Mr.  Stata,  with 
the  recommendation  that  you  brought  on  behalf  of  the  Council  on 
Competitiveness . 

When  you  take  the  award  process  and  basically  move  it  toward 
the  idea  of  a  Baldrige  National  Quality  Center — not  that  the  rec- 
ommendation does  not  have  merit,  but  just  speaking  as  someone 
who  views  this  from  the  standpoint  of  the  politics  of  it  all — I  am 
afraid  that  then  makes  it  just  another  program. 

The  idea  here  is  that  what  we  have  achieved  is  an  award  that 
is  basically  supported  by  industry,  that  is  supported  by  outside  fi- 
nancing, that  really  does  have  some  merit  in  the  process  that  peo- 
ple strive  for  it  because  it  is  indeed  an  "award." 

If  the  Award  becomes  part  of  something  which  is  a  center,  which 
is  just  another  program,  I  have  got  to  tell  you  that  at  that  point 
then  we  will  have  problems  preserving  it  within  the  process. 

When  I  looked  down  through  your  testimony  and  you  suggest 
that  what  it  is  going  to  work  with  is  the  manufacturing  extension 
partnerships,  and  that  these  would  become  the  agents  of  dissemi- 
nation; that  the  MEP  would  develop  a  more  accessible  quality 
award,  there  are  some  of  us  here  who  have  supported  extension  of 
MEP,  but  MEPs  are  very  controversial. 

In  fact,  they  have  not  been  included  in  the  dismantling  action 
that  was  done  on  the  Department  of  Commerce.  So  what  you  are 
doing  then  is  tying  the  Baldrige  Award  to  something  that  is  ex- 
tremely controversial  in  terms  of  its  long-term  viability. 

Then  when  you  go  further  and  say  that  you  are  going  to  begin 
to  adopt  education,  health  care,  and  government  organizations  at 
all  levels  down  to  NIST,  all  of  a  sudden  you  begin  to  move  it  fur- 
ther and  further  away  from  that  which  I  think  has  exemplified  its 
strength. 

I  have  got  to  say,  that  gives  me  some  concern. 

Would  you  care  to  respond  to  those  concerns? 

Mr.  Stata.  Yes.  First  of  all  with  respect  to  the  recommendation 
regarding  the  MEP,  that  was  made — this  study  has  been  over  a  pe- 
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riod  of  three  years,  and  this  was  made  at  a  time  when  it  was  pre- 
sumed that  MEP  was  there  and  was  going  to  be  doing  some  things. 
And  if  it  was  going  to  be  doing  them,  it  might  as  well  do  things 
that  were  really  going  to  be  productive. 

We  felt  that  grasping  the  quality  initiative  as  a  main  straw  of 
that  program  would  certainly  take  it  in  a  direction  that  would 
make  sense. 

Now  whether  or  not  MEP,  given  the  update  of  where  we  are 
today,  I  would  not  argue  that  question  about  the  MEP.  But  I  would 
argue  the  question  about  the  involvement  in  the  state  and  local 
governments  that  we  have  heard. 

I  think  what  we  are  suggesting  in  terms  of  the  change  from  the 
award  to  the  center  is  to  legitimize  in  fact  what  the  program  has 
been  doing  anyway. 

In  fact,  the  Baldrige  Program  has  gone  well  beyond  the  bound- 
aries of  just  an  award  program  in  the  support  and  help  that  it  has 
given  to  the  states,  to  the  work  that  it  has  done  in  working  with 
the  National  Science  Foundation  in  trying  to  monitor  the  extension 
of  research  activities,  and  to  universities,  and  to  giving  counsel  to 
the  Governors  councils  and  so  forth  about  what  could  be  done  at 
the  state  level. 

So  I  think  already  what  the  NIST  does  is  quite  broad  relative  to 
just  the  award  process  itself.  We  are  saying.  Why  don't  we  recog- 
nize, and  why  don't  we  fund  appropriately  what  have  proven  to  be 
very  legitimate  and  productive  activities? 

I  think  that  the  bureaucracy  in  this  case  is  I  think  about  27 
members  of  a  staff  who  turn  out  to  be  incredibly  dedicated  patriots. 
My  concern  is,  whether  or  not  the  work  level  that  they  have  had 
to  put  in  as  individuals  to  sustain  all  the  programs  they  have  been 
called  to  do,  whether  that  is  a  sustainable  activity  over  a  long  pe- 
riod of  time. 

I  doubt  that  it  is. 

I  know  many  of  us  who  work  with  these  individuals  appreciate 
the  kind  of  dedication  and  work  that  they  put  in  in  order  to  be  able 
to  help  the  states,  in  order  to  be  able  to  help  the  hospitals,  in  order 
to  be  able  to  help  the  educational  institutions  that  are  cr5dng  out 
for  help. 

So  I  think  it  is  clear  to  all  that  research  this  question,  that  the 
lessons  that  we  have  learned  in  industry  can  be  permeated 
throughout  our  society,  but  that  will  not  happen  automatically. 

I  think  there  is  no  other  area  of  our  economy  and  our  society  that 
needs  more  attention  and  help  than  the  health  care  industry. 

We  have  heard  all  kinds  of  propositions  about  how  to  make  that 
better.  But  I  think  at  the  end  of  the  day,  just  like  with  industry, 
one  of  the  important  elements  will  be  to  improve  the  management 
of  the  health  care  industry. 

I  think  the  approach  to  that,  there  is  no  better  approach  to  that 
than  to  take  the  Baldrige  Program,  to  take  the  lessons  learned  in 
industry,  to  take  the  very  skilled  knowledgeable  people  that  we 
have  in  NIST,  and  have  them  help  that  segment  of  our  society  just 
as  they  have  helped  industry. 

I  think  in  the  suggestions  made  by  the  Council  who  were  actu- 
ally broadening  the  role,  we  are  talking  about,  you  know,  seven, 
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eight  people,  not  a  bureaucracy,  to  be  added  to  an  already  small 
staff  of  27. 

So  I  think  I  would  just  mirror  Dr.  Juran's  concerns  in  saying 
that  it  is  indeed  alarming  when  we  have  something  that  is  working 
as  superlatively  as  this  program  is  for  the  national  interest,  and 
where  we  can  point  to  evidence  of  its  effectiveness  and  success,  to 
tamper  with  that  successful  formula  at  this  point  in  the  critical  de- 
velopment of  our  competitiveness  and  our  re-emergence  of  America 
as  a  real  competitive  Nation,  is  something  that  we  all  have  to  ques- 
tion. 

As  we  go  on  into  the  future  and  we  look  back,  perhaps  we  could 
form  different  judgments  about  the  need  for  the  government  at  this 
point  in  this  program.  But  right  now  we  have  got  a  winner.  We 
have  got  dedicated  people  who  know  how  to  do  it.  They  have 
formed  working  relationship  with  private  industry  that  have 
proved  to  be  very  successful,  and  I  think  point  number  one,  I  would 
just  echo  Dr.  Juran's  concerns.  We  just  should  not  mess  with  that 
which  is  working. 

Then,  the  Council  just  says  we  should  go  beyond  that.  It  recog- 
nizes that  other  things  could  be  done  to  take  this  winning  formula 
and  extend  it  to  other  parts  of  our  society. 

Chairman  Walker.  Well,  I  think  that  you  make  an  excellent 
point.  The  question  is.  What  is  it  though  that  is  working? 

What  is  it  that  may  have  a  question? 

I  think — I  have  talked  to  a  number  of  people,  for  instance,  who 
administered  the  program  under  Bush  Administration  who  felt  as 
though  they  ran  a  quality  program  during  that  time,  and  that  one 
of  the  things  that  has  ended  up  characterizing  where  we  are  now 
is  the  fact  that  it  got  off  on  the  right  foot  and  was  doing  the  right 
things  during  that  period  of  time. 

Now  what  you  are  suggesting  is  that  since  that  time  we  have 
added  a  number  of  new  functions  to  it  that  is  extending  the  scope 
of  it,  and  the  question  becomes  whether  or  not  those  have  improved 
the  process,  or  whether  or  not  they  have  gotten  us  away  from  what 
the  heart  of  the  process  was  when  the  program  was  already  put  to- 
gether. 

I  mean,  that  is  one  of  the  things  we  are  trying  to  evaluate  here. 
I  think  it  becomes  a  real  question,  because  I  have  got  to  tell  you, 
I  mean  a  few  of  us,  Mrs.  Morella  included,  had  to  fight  to  save  this 
program  within  just  the  last  few  weeks. 

The  problem  of  fighting  to  save  it  was  that  it  had  become  an- 
other program,  another  bureaucracy.  And  at  a  time  when  programs 
and  bureaucracies  were  being  looked  at  for  elimination,  we  had  to 
find  a  way  to  say  that  this  is  something  which  is  different,  which 
is  basically  an  industry  led  effort  to  try  to  improve  quality  that  the 
government  needs  to  be  involved  in  with  its  imprimatur,  but 
should  not  be  involved  in  the  management  of  the  program. 

The  question  here  becomes  whether  or  not  as  you  extend  the 
scope  of  it,  whether  government  does  not  become  more  and  more 
involved  in  the  management  of  it. 

Mr.  Stata.  I  think,  believe  me,  there  are  no  people  more  con- 
cerned about  your  concern  than  those  that  sit  on  the  Council  of 
Competitiveness,  and  those  issues  have  been  discussed  long  and 
hard. 
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But  I  think  at  this  point  to  characterize  the  functioning  of  this 
program  as  bureaucratic  I  do  not  think  does  justice  to  the  efficiency 
and  the  effectiveness  of  that  program. 

Chairman  WALKER.  Well  all  I  would  say  to  you  is,  that  is  a  judg- 
ment that  does  not  just  come  from  a  few  of  us  who  are  sitting  here 
who  some  people  say  have  an  ideological  question  on  this;  the  rea- 
son why  I  say  that  is  because  businesses  and  industries  have  told 
me  that. 

Mr.  Stata.  Well,  I  would  just  say  that  we  spent  three  years  in 
the  Council  as  a  very  important  cornerstone  of  the  competitiveness 
issues  studying  the  national  quality  system  with  and  without 
Baldrige,  and  looking  at  it  in  all  different  directions. 

I  would  just  tell  you  that  some  very  well-informed  people  sat  on 
that  task  force  from  labor,  from  industry,  from  academia  and  spent 
three  years  analyzing  the  effectiveness  of  the  program. 

I  think  we  have  come  to  the  conclusion,  and  I  think  you  would 
find  lots  of  testimony  from  informed  others  that  would  say  that 
that  program  is  very  effective. 

I  think  what  we  did  was  to  say.  What  is  working  fine?  The 
Award  Program  is  working. 

What  we  focused  on  is  what  is  not  working.  What  we  found  that 
is  not  working  is  this  program  is  not  being  pushed  out  into  the 
small  and  medium-sized  companies  and  the  suppliers  of  the  giant 
corporations  at  the  paces  necessary  to  remain  competitive  in  a  very 
competitive  world. 

What  we  find  is  not  working  is  quality  management  in  the 
health  care  industry,  and  in  education,  and  in  government  agen- 
cies. 

If  it  were  working,  if  NIST  could  help  us  support  that  program 
not  in  managing  them  but  in  supporting  and  facilitating  activities, 
27  people,  there  is  no  way  the  27  people  can  manage  the  program 
of  the  scope  that  it  is. 

They  are  facilitators.  They  are  supporters.  They  are  helpers. 
They  do  not  take  responsibility  for  the  management  of  those  pro- 
grams. 

Chairman  Walker.  So  you  would  contend  that  the  program  that 
was  run  when  there  were  a  handful  of  people,  the  one  to  five  peo- 
ple, during  the  time  of  the  Bush  Administration  was  a  program 
that  failed? 

Mr.  Stata.  I  would  not  suggest  that.  No,  I  would  say  it  is  a  pro- 
gram that  has  succeeded  and  has  grown  over  time  in  its  success. 

I  do  not  think  there  is  anybody  who  wants  to  see  this  become  an 
organization  of  hundreds  of  people.  Nobody  wants  to  see  that,  be- 
cause I  think  we  all  have  learned  in  trying  to  manage  complex 
human  organizations  that  the  larger  they  become,  the  worse  they 
get. 

So  we  do  want  to  keep  it  a  very  small,  tight  group  of  knitted, 
committed  patriots  to  the  cause.  That  we  have,  and  that  we  want 
to  maintain,  and  nobody  is  suggesting  anything  to  the  contrary. 

We  are  just  saying  that  to  take  that  apart  and  to  take  what  is 
I  think  on  close  examination  could  be  shown  to  be  a  very,  very  ef- 
fective organization  in  its  impact  on  our  society,  huge  leverage, 
would  at  this  time  be  a  huge  mistake. 

Chairman  Walker.  Thank  you,  Madam  Chairwoman. 
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Mrs.  MORELLA.  Thank  you. 

We  have  been  joined  by  the  distinguished  gentleman  from  Penn- 
sylvania, Mr.  McHale. 

Mr.  McHale.  Madam  Chair,  thank  you. 

I  first  will  apologize.  I  have  just  come  fi^om  a  three-hour  meeting 
of  the  National  Security  Committee,  and  regrettably  in  my  second 
term  I  have  yet  to  figure  out  how  to  be  two  places  at  once.  So  I 
apologize  to  you  and  to  the  members  of  the  panel. 

I  came  in  just  a  moment  ago  as  the  distinguished  Chairman  of 
the  Full  Committee  was  saying  that  the  Chairperson  of  this  Sub- 
committee and  others  had  to  fight  very  hard  to  preserve  this  pro- 
gram, and  I  am  trying  to  get  a  handle  on  what  it  is  in  fact  we  have 
preserved. 

My  understanding  is  that  the  Department  of  Commerce  Disman- 
tling Act  eliminates  all  Federal  funding  for  the  Baldrige  program 
except  for  the  salary  of  the  director  of  the  office  of  quality  pro- 
grams. 

I  question  whether  that  is  what  we  want  to  save,  or  if  there  is 
perhaps  a  great  deal  more  to  the  Baldrige  Program  that  is  deserv- 
ing of  protection  and  continued  service  to  our  country. 

So  my  question  to  you  initially  is.  If  in  fact  we  did  eliminate  all 
funding  for  the  Baldrige  Program  with  the  exception  of  the  salary 
for  the  director,  what  in  your  opinion  would  be  the  effect  on  the 
program? 

Mr.  HUDIBURG.  I  question  whether  any  Administration,  any 
President,  wants  to  hand  down  an  award  when  he  has  almost  no 
knowledge  of  the  process  by  which  it  was  determined  who  the  win- 
ners would  be. 

We  would  lose  the  ability  I  think  to  leverage  into  government, 
state  governments,  the  state  programs  for  35  state  awards  and 
many  local  awards. 

Industry  is — I  mean  manufacturing  industry  I  do  not  think  is 
competent  to  take  up  that  load.  So  we  would  lose-those  programs 
would  begin  to  unravel,  or  at  least  go  in  35  different  directions,  I 
suspect. 

The  coordination  and  the  leadership  that  is  supplied  now  as  a  re- 
sult of  the  annual  reviews  would  stop. 

I  think  it  would  become  just  one  more  award  like  many  thou- 
sands of  others  that  get  very  little  recognition,  and  it  would  send 
a  very  bad  signal  I  think  to  the  rest  of  the  world  who  have  looked 
at  this  as  the  model,  the  one  that  has  done  so  much  for  the  United 
States;  that  they  want  to  have  something  like  that  in  their  own 
countries;  and  it  would  suggest  at  least  that  the  U.S.  Government 
has  largely  lost  interest. 

Dr.  JURAN.  If  we  were  to  lose  that  degree  of  appropriation  which 
right  now  supports  for  instance  the  training  of  the  examiners — 
every  year  the  examiners  are  trained — which  provides  help  to  the 
various  regions  and  states  that  want  to  establish  their  awards — I 
remember  not  long  ago  I  was  in  Hawaii  and  they  were  in  the  proc- 
ess of  trying  to  create  an  award — and  to  go  into  that  lacking  expe- 
rience and  making  all  the  mistakes  that  others  have  made  would 
have  been  a  shame. 
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Of  course  my  suggestion  to  them  was,  contact  the  NIST  and 
learn  from  them  what  were  the  things  not  to  do,  and  what  are  the 
things  that  have  worked? 

This  has  been  something  that  the  NIST  has  done  for  a  great 
many  of  these  awards.  I  mean,  I  do  not  know  all  the  things  those 
people  do,  but  I  know  that  some  that  they  do  have  been  extremely 
valuable  in  helping  the  states  and  the  regions. 

Now  there  is  still  another  thing  that  has  been — well,  let  me  con- 
clude at  that  point. 

If  we  had  that  kind  of  discontinuity,  I  think  the  Award  would 
come  to  a  halt  until  some  way  was  found  to  replace  that  amount 
of  money.  And  whether  the  industries  would  be  willing  to  put  up — 
it  is  not  a  matter  of  $3  million;  that  is  the — they  would  have  to  put 
up  something  like  six  or  seven  times  three  million  because  they 
would,  if  my  arithmetic  is  correct,  in  order  to  get  that  much  return 
from  the  capital  they  put  up — and  whether  they  would  be  willing 
to  do  that  right  now  is  speculative. 

So  I  think  there  would  be  a  risk  that  we  would  have  a  dis- 
continuity until  some  way  was  found  to  manage  that;  and  I  would 
certainly  feel  it  would  be  most  unwise  to  cut  off  that  appropriation 
not  knowing  that  something  is  going  to  come  to  replace  it  in  order 
to  avoid  discontinuity. 

Let  me  just,  if  I  may,  address  also  this  matter  of  a  quality  center. 

Right  now  to  my  knowledge  there  is  only  one  country  that  has 
in  effect  a  Quality  Center,  and  that  is  Japan.  That  did  not  come 
about  through  legislation  or  anything  of  that  kind  or  the  creation 
of  some  group  of  important  people.  It  came  about  because  a  small 
group  of  volunteers  in  a  rather  obscure  organization,  the  so-called 
Japanese  Union  of  Scientists  and  Engineers,  earned  it  by  slow 
work  over  a  good  many  decades. 

What  they  do,  they  publish  a  good  deal  of  literature  relative  to 
this  subject;  they  conduct  training  courses;  they  hold  conferences; 
they  do  research;  they  have  a  system  of  awards;  and  every  one  of 
those  things  is  done  in  this  country — but  it  is  not  done  by  some 
central  unit  like  that.  It  is  done  by  schools;  it  is  done  by  consult- 
ants; it  is  done  by  large  companies  that  provide  the  service  not  only 
to  themselves  but  to  other  companies  and  so  on. 

These  are  ongoing  activities.  So  in  that  sense,  what  would  be  the 
mission  of  some  central  organization?  And  I  am  not  even  clear  on 
the  full  scope  of  that.  I  have  not  seen  that  report.  That  is  already 
being  done. 

Whether  creation  of  some  centralization  organization  would  even 
be  accepted  by  the  rest  of  the  economy  is  speculative,  because  there 
are  already  vested  interests  in  place. 

So  at  least  the  proposals  to  create  such  a  center  do  not  mean 
that  it  is  going  to  be  very  easy  to  create  such  a  thing  given  that 
the  functions  that  a  center  would  perform  are  already  being  per- 
formed, and  that  people  who  are  doing  those  things  would  not  will- 
ingly give  them  up. 

Mr.  McHale.  Let  me  ask  a  second  question  that  is  obviously  re- 
lated to  the  first. 

Mr.  Stata,  I  will  present  the  question  to  you  because  I  think  the 
heart  of  the  issue  here  has  been  well  captured  by  your  initial  state- 


79 

ments  and  the  thoughtful  response  of  the  Chairman  of  the  Full 
Committee. 

You  described  the  Baldrige  Program  as  a  program  that  is  work- 
ing well,  a  program  that  is  largely  achieving  its  mission.  The 
Chairman  of  the  Committee,  in  describing  how  this  program  has 
been  preserved  in  some  conversations  over  the  last  several  weeks, 
said  that  he  has  been  given  descriptions,  sometimes  from  the  pri- 
vate sector,  that  this  is  a  program  that  appears  to  have  grown  be- 
yond its  original  purpose. 

It  has  increased  literally  in  size.  There  is  the  implication  that  we 
have  multiple  levels  of  inefficient  bureaucracy;  that  a  well-inten- 
tioned and  apparently  well-run  program  during  a  previous  Admin- 
istration, some  would  argue,  has  now  gotten  out  of  control  with  un- 
acceptable expense. 

Obviously  these  are  two  entirely  different  pictures  of  the  same 
program.  So  my  question  to  you,  Mr.  Stata  is.  First  of  all,  I  would 
urge  you  to  respond  to  the  characterization  of  the  program  that  ap- 
parently has  been  given  to  the  Chairman  of  the  Full  Committee, 
and  that  Mrs.  Morella  and  others  have  had  to  face  in  their  efforts 
to  keep  the  program  alive: 

Has  this  program  grown  to  the  point  where  it  is  inordinately 
large,  bureaucratic,  and  expensive?  Or  is  it,  as  you  described  ear- 
lier, an  efficient  success  story? 

If  it  is  the  latter,  can  that  efficient  success  story  be  maintained 
purely  by  funding  from  the  private  sector  if,  as  under  the  Chrysler 
bill,  we  were  to  cut  all  funding  except  for  the  salary  of  the  director? 

That  will  be  my  final  question. 

Mr.  Stata.  Well  first  of  all,  in  addition  to  the  study  that  we  con- 
ducted in  the  Council,  I  am  also  a  member  of  the  Board  of  Over- 
seers of  the  Baldrige  Program.  I  have  met  together  with  others  who 
mostly  are  from  the  industrial  sector  and  academia  whose  respon- 
sibility it  is  to  examine  in  some  detail  exactly  the  performance  of 
the  organization  to  its  purpose. 

I  think  that  what  needs  to  be  done  here  is  some  discovery,  some 
legitimate  fact-finding  which  I  think  we  have  done,  and  I  would 
think  what  the  Board  of  Overseers  do,  on  a  regular  basis. 

I  really  strongly  believe  that  a  fact-finding  mission  that  would 
dig  into  this  would  discover,  as  we  did  in  the  Council  and  as  the 
Board  of  Overseers  does  every  year,  that  Curt  Reimamn  is  no  bu- 
reaucrat. He  just  isn't. 

He  works  his  heart  out  to  the  bone.  And  to  all  those  who  work 
with  him,  it  is  one  of  the  most  effective,  efficient  organizations  I 
have  ever  seen. 

My  concern  is.  Will  we  be  able  to  sustain  that  level  in  the  future? 
Who  knows.  But  right  now  we  have  got  it. 

So  I  just  feel  that  the  the  conclusions  that  have  been  drawn 
about  the  bureaucratic  aspect  are  not  based  on  fact,  and  I  would 
encourage  government  to  put  together  a  group  and  to  examine  for 
themselves  and  talk  to  people  in  industry  who  have  interface,  not 
who  sit  on  the  sidelines  and  make  judgments,  but  those  who  have 
actually  participated  in  the  program. 

I  am  very  confident  you  will  find  the  characterization  that  I 
make  to  be  the  right  one. 
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I  would  just — if  I  could  just  add  one  thing  to  your  previous  ques- 
tion, one  of  the  things  in  my  mind  that  make  this  such  an  appro- 
priate part  of  the  NIST  program,  which  used  to  be  the  National 
Bureau  of  Standards,  what  this  is  in  many  ways  is  a  very  apt  ex- 
tension of  what  the  role  of  the  government  has  been  in  the  estab- 
lishment of  standards. 

In  this  case,  it  is  standards  that  represent  excellence  in  the  per- 
formance of  human  organizations.  It  is  a  much  more  difficult  and 
intangible  issue,  but  it  is  one  that  somehow  this  group  has  been 
able  to  establish  a  very  credible  standard  which  is  continuously  up- 
dated, and  I  think  which  is  accepted  by  American  industry  as  an 
appropriate  standard  against  which  to  be  measured. 

I  think  if  we  withdrew  the  resources  from  this  we  would  not  be 
able  to  continuously  improve  and  to  maintain  that  standard  at  a 
level  that  would  be  respected,  and  so  the  whole  program  would  fall 
apart. 

So  I  would  think  in  that  sense  that  we  should  think  about  the 
standard-setting,  the  Bureau  of  Standards'  kind  of  orientation  of 
setting  the  standards  of  excellence  in  this  case  as  being  a  very  ap- 
propriate and  apt  role  for  the  government  to  play  so  long  as  it  does 
it  in  such  a  way  that  it  earns  the  respect  and  support  of  the  private 
industry  which  it  now  has. 

Mr.  McHale.  Mr.  Stata,  I  thank  you  very  much  for  your  answer. 
Frankly,  I  would  hope  that  before  we  of  this  Committee  would 
move  any  further  down  the  road  envisioned  by  the  Chrysler  bill, 
that  every  Member  of  this  Committee  would  read  the  response  that 
you  just  offered  to  my  second  question.  I  think  it  was  extremely  in- 
formative, and  I  hope  ultimately  persuasive. 

The  next  time  Connie  has  to  face  those  who  would  advocate  the 
abolishing  of  this  program,  perhaps  a  quotation  from  your  state- 
ment will  prove  to  be  helpful. 

Madam  Chair,  thank  you  very  much. 

Mrs.  MORELLA.  Thank  you,  Mr.  McHale. 

In  picking  upon  on  the  point  that  he  raised,  it  is  true  that  in  the 
Reconciliation  on  the  House  side  that  what  remains  is  only  the 
funding  for  the  director  of  the  program.  Now  this  is  not  the  case 
on  the  Senate  side. 

There  are  times  when  I  firmly  believe  that,  having  two  Houses 
of  Congress  is  quite  appropriate  for  the  system,  but  I  guess  I  would 
ask  you  this  question: 

In  the  event  the  House  side  did  prevail,  could  the  Foundation 
offer  volunteers  to  assist  the  director  of  the  program? 

Maybe  Mr.  Hudiburg  would  like  to  comment  on  that.  I  am  going 
to  direct  this  kind  of  question  in  our  next  panel,  of  course. 

Mr.  Hudiburg.  I  think  there  is  an  important  distinction  to  make 
here. 

When  we  started,  we  again  were  concerned  that  there  would  be 
the  allegation  that  the  prize  was  for  sale.  We  wanted  very  dili- 
gently to  avoid  that. 

So  we  set  the  foundation,  which  is  the  money-raising  side,  way 
over  here  by  itself.  The  organization  that  supplies  by  far  the  bulk, 
4000  perhaps  in  a  year's  time,  of  volunteers  are  the  Board  of  Over- 
seers, downward  through  the  judges,  the  examiners,  and  various 
other  volunteers — there  are  4000  people  now  that  are  volunteering. 
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That  is  where  you  get  to  $100  milhon  when  you  add  that  together 
with  all  of  50  states. 

So  those  volunteers  are  in  place  now.  They  do  not  come  from  the 
Foundation.  The  Foundation's  sole  role  is  to  provide  money. 

So  I  think  it  is  necessary  to  understand  that  there  are  a  lot  of 
volunteers,  thousands  of  them,  but  they  are  not  part  of  the  Founda- 
tion effort,  per  se. 

In  fact,  the  judges  are  not  even  necessarily  supposed  to  know 
who  are  trustees  of  the  Foundation. 

Mrs.  MORELLA.  Thank  you.  I  am  going  to  have  to  go  and  vote 
again  in  about  five  minutes,  but  I  wanted  to  ask  the  two  Awardees. 
What  do  you  think  about  the  process?  I  know  that  you  applied  for 
a  number  of  years,  and  we  hear  sometimes  that  it  is  cumbersome 
and — would  you  like  to  give  a  kind  of  brief  critique  of  the  process 
for  application  for  the  Baldrige  Award? 

Mr.  Mariner.  Well,  both  of  us  have  been  involved  with  the 
Baldrige  Program  for  several  years,  as  you  know. 

Mrs.  MORELLA.  Yes. 

Mr.  Mariner.  Coming  first  apphed  in  1989. 

The  process  includes  really  taking  the  criteria  and  appljdng  them 
to  your  life.  That  is  the  way  one  should  be  doing  business. 

The  process  simply  is  to  write  that  up  in  an  application,  a  75- 
page  application,  now  less  than  that,  and  to  pass  that  on  to  the 
Baldrige  process  where  examiners  examine  it. 

Then,  if  you  are  fortunate  enough  to  be  advanced,  you  will  be  site 
visited. 

I  think  the  important  thing  to  remember  is  that  this  is  a  way  of 
life.  So,  we  have  found  the  process  to  be  very  well  managed  and 
very  well  thought  through,  very  complete,  very  user-friendly — obvi- 
ously it  is  a  lot  of  work,  but  it  is  something  that  every  organization 
should  be  doing  anyway. 

Mrs.  Morella.  Small  companies  as  well  as  large? 

Mr.  Mariner.  Absolutely. 

So  the  only  incremental  difference  that  it  takes  to  win  the  award 
is  actually  to  fill  out  the  application,  because,  at  least  for  Corning, 
all  of  our  organizations  are  attempting  to  do  the  things  that  are  in- 
cluded in  the  criteria  as  it  is. 

Mrs.  Morella.  Mr.  McBee? 

Mr.  McBee.  I  would  say  in  general  the  better  you  are  as  an  orga- 
nization the  easier  it  is  to  apply.  If  you  are  applying  from  chaos, 
I  can  tell  you  it  is  a  lot  of  work  because  that  is  where  we  started 
seven  years  ago. 

This  year  it  was  very  easy  to  actually  make  an  application  be- 
cause it  does  reflect  how  we  operate  the  business. 

The  actual  site  visit  experience  is  the  most  energizing,  profes- 
sional sort  of  visitation  process  that  I  have  ever  experienced,  and 
it  is  a  win/win  for  us,  and  I  think  the  examiners  that  actually  site 
visit  us  actually  get  energized  as  well.  It  is  a  pleasure. 

The  feedback  report,  which  is  really  the  most  important  output 
of  the  whole  process,  has  improved  every  year.  This  will  be  our 
third  feedback  report. 

It  is  the  most  valuable  document  for  our  strategic  planning  proc- 
ess that  we  get  on  an  annual  basis.  The  cycle  time  for  response 
back  to  companies  has  improved  every  year,  and  the  quality  of  that 
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feedback  report  goes  right  to  the  Chairman  of  our  Board  and  the 
Board  of  Directors. 

It  is  that  valuable  a  document.  So  it  is  a  fantastic  process,  and 
we  have  emulated  it  at  the  state,  and  local,  and  internal  levels 
within  our  own  company  globally. 

Mrs.  MORELLA.  Thank  you.  And  I  want  to  congratulate  the 
Awardees  again.  I  know  that  you  can  talk  about  it  being  invigorat- 
ing and  filled  with  enthusiasm,  and  exciting,  but  it  is  a  lot  of  hard 
work,  too,  and  does  also  say  a  great  deal  about  your  company. 

Before  I  leave,  and  before  I  recess,  and  then  begin  the  second 
panel,  just  one  quick  question,  and  if  you  could  also  give  quick  an- 
swer. We  are  talking  about  the  expansion  into  health  care  and  edu- 
cation. Do  you  think  it  is  wise  when  you  have  got  the  Baldrige 
Award  at  a  kind  of  an  acme  point  to  expand  into  these  other  areas? 

And  then,  do  you  think  that  there  should  be  some  Congressional 
kind  of  sanction  or  approval  of  this  kind  of  expansion?  Do  you  have 
any  comments  on  that? 

I  am  going  to  start  off  with  Dr.  Juran. 

Dr.  Juran.  Well  first  of  all,  there  is  movement  taking  place  in 
both  of  those  industries.  We  already  can  find,  well,  somebody  has 
termed  it  "Islands  of  Excellence"  in  those  continents  of  mediocrity. 

Mrs.  MORELLA.  That  is  a  good  expression. 

Dr.  Juran.  It  is  not  a  bad  phrase. 

So  as  far  as,  are  there  people  who  would  be  in  a  position  to  make 
application  and  conceivably  win  some  of  the  awards,  I  think  that 
is  true  now.  Here  in  the  case,  for  instance,  if  I  may  mention,  Juran 
Institute  has  clients  in  the  health  field,  and  there  are  some  pretty 
prestigious  people  there — Kaiser  Permanente;  the  Mayo  Clinic;  and 
the  like. 

These  are  people  energetically  pursuing  improvement  in  the 
same  way  that  the  industrial  companies  have  been  doing. 

Similarly,  we  find  in  the  case  of  education  some  of  the  schools 
are  moving  forward  and  are  becoming  the  advance  guard  so  far  as 
improvement  there. 

Again,  there  is  a  list  of  those,  and  I  am  not  going  to  go  into  that. 

So  it  is  not  a  case  that  they  are  all  at  a  poor  level.  The  people 
that  are  going  to  become  the  role  models  have  already  started  to 
move,  and  that  would  be  a  natural  starting  point  for  activity  of 
awards  in  those  industries. 

Mrs.  Morella.  Thank  you.  Dr.  Juran. 

Mr.  Hudiburg? 

Mr.  Hudiburg.  As  you  probably  know,  there  are  pilot  programs 
in  both  those  areas  under  the  umbrella  of  the  Malcolm  Baldrige 
process.  I  think  we  will  all  know  a  lot  more  about  it  after  that  pilot 
program  has  been  concluded  and  evaluated.  I  think  we  will  be 
much  wiser  on  that  question. 

That  is  eminent,  I  think.  I  believe  those  two  industries  are  being 
examined  right  now. 

Mrs.  Morella.  Mr.  Stata? 

Mr.  Stata.  If  you  would  permit,  I  would  just  like  to  come  back 
for  a  moment  on  this  question  of  the  process  to  say  I  think  one  of 
the  misconceptions  relative  to  this  issue  of  bureaucracy  or 
nonbureaucracy  as  it  applies  to  the  small-  and  medium-sized  com- 
panies is  we  have  to  realize  that  the  template  for  the  Baldrige  pro- 
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gram  is  for  the  Oljrtnpiads.  This  is  for  the  absolute  highest  level  of 
achievement. 

We  had  members  on  our  Task  Force  on  the  Council  for  State 
Governments,  and  they  were  ready  to  admit  that  the  small  compa- 
nies could  not  digest  the  whole  leap  to  the  Olympics. 

So  what  they  were  suggesting  is  in  fact — and  as  a  matter  of  fact 
I  believe  the  NIST  is  comprehending — is  to  come  up  with  a  junior 
starter  kit  so  that  you  could  take  companies  that  knew  nothing 
about  quality  and  were  relatively  small  and  did  not  have  large 
staffs,  and  to  get  them  into  the  water. 

I  think  that  is  something  that  needs  to  be  done.  I  think  for  a  lot 
of  the  companies  who  have  no  knowledge  of  what  this  is  about,  and 
very  small  companies,  it  does  look  like  a  bureaucracy. 

But  I  think  that  is  a  misunderstanding  of  the  standards.  This  is 
world  class  standards.  I  think  in  the  beginning  for  a  small  com- 
pany that  is  not  necessarily  the  place  to  start. 

Mrs.  MORELLA.  Mr.  Mariner? 

Mr.  Mariner.  Very  briefly,  in  New  York  State  we  do  have,  of 
which  I  have  been  a  major  player,  we  do  have  the  education  sector 
as  one  of  the  sectors  included.  That  has  been  very  successful  in 
helping  and  improving  education. 

As  Mr.  Stata  said,  also  in  New  York  State  following  the  Baldrige 
lead  we  have  several  simpler  levels  which  one  can  progress  through 
so  that  you  are  taking  a  company  that  is  not  familiar  with  quality 
and  moving  them  along  to  the  point  where  they  are  using  the  full 
criteria. 

Mr.  McBee.  I  believe  it  should  be  expanded.  I  know  of  no  more 
effective  way  of  having  a  major  impact  on  the  quality  of  the  serv- 
ices they  provide  than  this  process  that  has  been  in  place  for  eight 
years  for  industry. 

Mrs.  MORELLA.  I  want  to  thank  you  all  for  the  patience  you  have 
shown  and  for  the  expertise  you  have  given  us  in  your  testimony, 
written,  oral,  and  in  response  to  questions.  Thank  you  very  much. 
May  the  Baldrige  Awards  continue. 

We  are  going  to  adjourn  for  about  ten  minutes  and  then  convene 
with  the  second  panel. 

[Recess.] 

Mrs.  MoRELLA.  Ladies  and  gentlemen,  we  are  going  to  digress 
from  hearing  the  second  panel  on  the  Malcolm  Baldrige  awards 
and  go  into  a  markup  on  a  bill  on  Technology  Transfer. 

[Whereupon,  at  12:45  p.m.,  the  hearing  was  temporarily  re- 
cessed, to  reconvene  immediately  after  the  above-mentioned  mark- 
up.] 

Mrs.  MoRELLA.  On  our  second  panel  we  have  Ms.  Ellen  Gaucher, 
the  Senior  Associate  Director,  University  of  Michigan  Hospitals  in 
Ann  Arbor,  Michigan.  We  have  the  Honorable  Clarence  "Bud" 
Brown,  former  Deputy  Secretary  of  Commerce.  We  have  Mr.  Curt 
Reimann,  Director  of  the  office  of  Quality  Programs,  National  Insti- 
tute of  Standards  and  Technology  in  Gaithersburg;  and  Mr.  John 
Evans,  a  Professor  at  the  University  of  North  Carolina  at  Chapel 
Hill. 

Before  we  have  your  testimony  presented  to  this  Subcommittee, 
I  would  like  to  give  an  opportunity  to  the  Ranking  Member  of  the 
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Full  Science  Committee,  Mr.  George  Brown,  for  some  statements 
and  comments  that  he  would  like  to  make. 

The  Distinguished  Mr.  Brown. 

Mr.  George  Brown.  Thank  you  very  much,  Madam  Chair. 

I  am  deeply  grateful  to  you  for  your  courtesy.  I  have  to  rush  off 
shortly  or  I  would  not  otherwise  intrude  in  this  fashion. 

I  particularly  wanted  an  opportunity  to  greet  my  good  friend,  the 
former  Under  Secretary,  the  other  Mr.  Brown  here,  more  distin- 
guished than  this  one,  I  might  say,  and  welcome  him  here  to  this 
Committee. 

He  recalls  the  activities  I  am  sure  that  led  to  our  efforts  to  im- 
prove the  productivity  and  quality  of  the  industrial  activity  in  the 
private  sector  that  led  to  the  adoption  of  the  Baldrige  Award. 

I  hope  that  he  still  continues  to  support  the  thrust  of  that  activ- 
ity. In  my  opinion,  it  has  at  a  minimum  cost  done  more  to  help  us 
reach  a  level  of  competitiveness  with  some  of  the  other  countries 
of  the  world  than  any  other  government  program  could  have  had. 

The  Baldrige  Award  of  course  was  modeled  after  the  Deming 
Award  in  Japan  which  recognized  the  great  efforts  that  Professor 
Deming  had  done  to  improve  Japanese  productivity. 

We  felt  that  a  similar  program,  largely  funded  by  the  private  sec- 
tor and  with  their  full  cooperation,  would  achieve  that  in  this  coun- 
try. 

I  think  the  major  policy  question  before  us  today  is  whether  and 
to  what  extent  the  program  might  be  extended  to  other  areas  such 
as  education  and  health,  two  major  sectors  of  our  economy  which 
have  been  criticized  for  inability  to  achieve  the  high  levels  of  qual- 
ity performance  that  we  have  in  our  manufacturing  enterprise. 

This  is  a  legitimate  question.  I  think  that  we  ought  to  consider 
it  fully,  and  I  certainly  welcome  the  testimony  of  the  panel  here 
this  afternoon  as  to  what  is  the  appropriate  policy  to  be  followed 
in  that  connection. 

But  since  I  will  not  be  able  to  remain  here  for  the  testimony,  I 
would  like  to  ask  the  Chair  if  I  might  have  her  consent,  without 
objection,  to  submit  questions  for  the  panel  for  a  reasonable  period 
of  time  after,  perhaps  another  five  days  or  something  of  that  sort? 

Mrs.  MORELLA.  Yes,  Mr.  Brown.  Hearing  no  objection,  you  and 
all  other  Members  will  have  the  opportunity  to  submit  questions 
within  the  next  five  days.  I  know  that  I  would  like  to  submit  some 
questions,  also,  and  others  who  are  not  here  and  those  who  are 
here. 

Mr.  George  Brown.  And  I  would  just  like  to  conclude  by  point- 
ing out  that  I  am  not  tr3dng  to  shirk  my  responsibilities.  I  am  going 
down  to  the  White  House  to  participate  in  the  ceremonies  for  the 
award  of  the  National  Medals  of  Science  and  Technology  which  are 
closely  related  to  the  activities  that  we  are  doing  here,  and  I  could 
not  be  both  places  at  the  same  time. 

Mrs.  MORELLA.  We  know  you  will  represent  all  of  us  very  well 
at  that  ceremony. 

Let's  get  started. 

Why  do  we  not  start  from  my  right  to  your  left,  then.  Mr. 
Reimann,  will  you  start  us  off.  Again,  knowing  the  time  constraints 
and  the  fact  that  we  will  be  submitting  questions,  if  all  of  you 
would  try  to  give  a  sjniopsis,  thank  you 
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STATEMENT  OF  MR.  CURT  REIMANN,  DIRECTOR  OF  OFFICE 
OF  QUALITY  PROGRAMS,  NATIONAL  INSTITUTE  OF  STAND- 
ARDS AND  TECHNOLOGY,  GAITHERSBURG,  MARYLAND 

Mr.  Reimann.  Thank  you. 

Madam  Chairwoman  and  Members  of  the  Committee: 

I  am  Curt  Reimann,  Director  of  Quahty  Programs  of  NIST.  It 
has  been  my  privilege  to  direct  the  Award  program  since  it  began. 

My  written  testimony  consists  of  extensive  observations  on  all  of 
the  issues  in  the  hearing  charter  and  addresses  actually  many  of 
the  questions  that  have  already  been  raised. 

This  morning  I  will  brief — afternoon,  now,  I  will  briefly  summa- 
rize. 

Early  in  the  program  we  needed  to  establish  the  intent  of  the 
law.  People  in  and  out  of  government  told  us  that  the  Award  needs 
to  be  tough  and  credible,  and  a  means  not  an  end. 

That  rigor  and  keeping  up  with  that  rigor,  and  making  sure  that 
it  addresses  business  success,  was  in  fact  a  moving  target.  That  ac- 
counts for  a  lot  of  the  activity  and  the  growth  of  the  activity  over 
those  years. 

The  true  purpose  of  the  award  is  the  winner's  sharing  of  best 
practices  with  organizations  in  all  sectors.  That  was  clearly  the  in- 
tent of  the  law. 

That  means  business,  education,  health  care,  and  government. 
Increasingly,  and  especially  now,  when  we  talk  about  competitive- 
ness with  business  leaders  around  the  country,  they  express  great 
concern  about  the  national  competitiveness  and  cost  being  affected 
by  these  other  sectors — not  only  business,  but  education,  health 
care,  and  government. 

In  other  words,  we  all  have  to  be  involved  in  competitiveness  im- 
provement. 

We  also  found,  and  still  find,  that  the  government  needs  to  be 
involved  as  a  full  partner. 

Now  in  my  written  testimony  I  have  outlined  the  Award's  many 
impacts  on  nonapplicants  as  well  as  applicants.  The  many  tens  of 
thousands  of  sharing  sessions  by  our  private  sector  partners  at  no 
cost  to  the  Federal  Government  have  influenced  every  type  of  insti- 
tution in  America,  including  government. 

Their  message  and  example  show  improvement  in  quality,  pro- 
ductivity, speed,  and  cost. 

We  have  also  learned  through  eight  years  in  the  Baldrige  Award 
how  few  organizations  could  meet  the  tough  Baldrige  requirements. 

I  add,  with  both  some  pride  and  trepidation,  that  the  U.S.  Qual- 
ity Model,  based  on  Baldrige,  is  being  emulated  around  the  world, 
and  most  recently  in  Japan.  We  have  heard  about  that  this  morn- 
ing. 

There  are  about  40  other  nations  actually  doing  this  now.  The 
European  award  just  announced  its  winner,  Texas  Instruments. 
This  is  the  third  time  in  four  years  that  a  U.S.  company  has  taken 
the  top  prize. 

I  think  the  benefits  of  the  Baldrige  Award  and  any  assessment 
of  what  it  has  done  over  the  eight  years  has  to  recognize  the  great 
improvements  in  our  national  quality  image  in  just  eight  years. 

Let  me  now  summarize  some  of  the  critical  resource  issues. 
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The  most  critical  resource  is  not  financial.  It  is  the  thousands  of 
volunteers  who  donate  unbelievable  amounts  of  time.  We  have 
heard  about  the  4,000  to  5,000  volunteers  in  the  extended  Baldrige 
family  this  morning. 

NIST  resources  focus  on  building  the  infrastructure  for  the  fam- 
ily of  related  awards  and  networks.  Five  key  NIST  roles  are  spelled 
out  in  my  written  testimony  as  well  as  the  differences  between 
1988-89  when  we  were  beginning,  and  we  had  about  seven  to  ten 
staff  years  mostly  in  small  bits  and  pieces  put  together  versus  the 
25  to  27  now. 

We  have  accounted  for  that  difference  in  terms  of  the  types  of  ac- 
tivities that  are  now  crucial. 

I  have  also  described  how  the  explosive  growth  and  diversifica- 
tion of  the  Baldrige  Award  have  changed  what  we  do  and  how 
much  we  do. 

While  our  office  has  grown  about  three-fold,  the  overall  resources 
in  this  national  effort  we  serve  have  grown  about  twenty-  fold.  We 
provide  much  more  value  to  many  more  organizations. 

I  close  with  a  few  comments  on  legislation. 

The  limit  on  the  number  of  awards  per  category  should  be  re- 
moved. The  judges  have  urged  me  to  make  a  special  point  of  this 
need. 

Legislation  should  recognize  that  private  contributions  are  pri- 
marily in  the  form  of  volunteer  efforts  not  dollars.  NIST's  job  is  to 
serve  a  key  coordinating  and  supporting  role. 

The  National  Quality  Center,  proposed  by  the  Council  on  Com- 
petitiveness, spells  out  such  a  role.  The  Award  should  be  extended 
to  health  care  and  education  organizations  bringing  in  two  sectors 
crucial  to  our  national  competitiveness. 

That  concludes  my  oral  remarks  today,  and  I  ask  that  the  much 
larger  and  more  detailed  testimony  be  incorporated  into  the  record. 

Mrs.  MORELLA.  You  submitted  very  thorough  testimony.  Thank 
you,  Mr.  Reimann,  for  the  work  that  you  have  done  from  the  very 
beginning  of  the  Baldrige  Award. 

[The  prepared  statement  of  Mr.  Reimann  follows:! 
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Malcolm  Baldrige  National  Quality  Award 


Dr.  Curt  W.  Rei  nann  is  Director  of  the  Malcolm  Baldrige  National  Quality  Award  and 
Director  for  Quality  Programs  at  the  National  Institute  of  Standards  and  Technology  (NIST). 
The  Malcolm  Baldrige  National  Quality  Award,  created  by  Public  Law  100-107,  was 
established  to  promote  quality  awareness,  recognize  excellent  U.S.  companies,  and 
publicize  successful  quality  strategies. 
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current  assignment.  Dr.  Reimann  served  as  Deputy  Director  of  the  National 

Laboratory,   the   NIST   organization    responsible   for   developing    and 

Nation's  basic  physical,  chemical,  and  radiation  measurements  and 

Dr.  Reimann  served  as  Director  of  the  NIST  Center  for  Analytical 

Center  develops  chemical  measurements  and  standards  for  ensuring  the 

m4asurements   made  in  manufacturing,   clinical   testing,  environmental 

research  and  development.     Dr.  Reimann  is  the  recipient  of  the 

:;ommerce  Gold  Medal  for  leadership  of  NIST  services  in  chemical 


Or.  Reimann  began  his  career  at  NIST  in  1962  as  a  research  chemist.  Concurrent  with 
his  research  activities,  he  was  Adjunct  Professor  of  Chemistry  at  the  University  of  Maryland 
for  three  years.  [Dr.  Reimann  received  his  B.A.  in  Chemistry  from  Drew  University  and  a 
Ph.D.  from  tfie  University  of  Michigan.  After  completing  his  doctoral  work,  he  was  a  NSF- 
NRC  Postdoctoral  Fellow  at  Yale  University. 


In  1989,  Dr.  Reimann  was  recognized  by  The  Quality  Review  as  one  of  the  "Ten  Most 
Influential  Figur^  in  Quality  for  1988."  Dr.  Reimann  received  a  Distinguished  Rank  Award 
from  President  feush,  the  highest  award  bestowed  in  the  Senior  Executive  Service.  In 
1993,  Dr.  Reimslnn  was  named  a  Fellow  of  tiie  World  Academy  of  Productivity  Science. 
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Madam  Chairwoman  and  members  of  the  Committee: 

I  am  Curt  W.  R^imann,  Director  JFor  Quality  Programs  at  the  National  Institute  of 
Standards  and  [Technology.  I  arjn  pleased  to  appear  before  you  today  to  participate  in  a 
review  of  the  Malcolm  Baldrige  National  Quality  Award  Program  that  could  help  shape 
its  future.  This  review  is  timely,  as  the  Award  Program  has  just  completed  its  eighth 
year  of  operatidn.  There  is  much  we  have  learned  that  is  crucial  to  this  review.  My 
comments  today  will  highlight  key  developments,  observations,  and  conclusions,  with  a 
spedal  focus  on  factors  that  bear  upon  the  central  guiding  purpose  of  the  Award:  to 
irnprove  the  competitiveness  of  the  United  States.  I  will  not  attempt  to  make  this 
testimony  a  history,  but  I  will  draw  upon  experiences  and  trends  that  relate  in  a  clear 
way  to  fulfilling  |he  purpose  that  led  to  your  creation  of  the  Award  in  1987. 

I  begin  on  a  pensonal  note.  It  has  been  my  privilege  to  direct  the  BaMrige  Award 
Proigram  since  Uie  Award  was  signed  into  law  in  August  1987.  During  that  time. 
Awards  have  b^n  presented  by  Presidents  Reagan.  Bush,  and  Clinton.  The  Program 
has  received  th4  enthusiastic  backing  of  Commerce  Secretaries  Verity,  Mosbacher, 
Frahklin,  and  Brown.  When  President  Clinton  and  Commerce  Secretary  Brown 
presented  the  Awards  in  1993,  seated  in  the  front  row  were  fonner  Secretaries  Verity, 
Mosbacher,  and  Franklin  -  President  Reagan  and  President  Bush  appointees.  This 
was  a  very  important  highlight  in  the  Baldrige  Award  Program.  This  Committee  has 
always  shown  ^ong  interest  in  the  Award,  and  this  interest  now  continues  with  the 
chartge  in  Comrnittee  leadership.  The  Baldrige  family  has  given  constant 
encouragement  and  warm  support,  beginning  with  a  visit  to  NBS  (now  NIST)  by  Mrs. 
Baldrige  almost  eight  years  ago.  Mr.  Robert  Baldrige,  Malcolm  Baldrige's  brother,  has 
bee^  a  director  pf  the  Baldrige  Award  Foundation  since  its  inception.  I  make  this  point 
regarding  broao  involvement,  support,  and  interest  over  eight  years  not  only  to  express 
appreciation.  I  ^o  so  to  emphasize  the  fact  that  the  Baldrige  Award  Program  has  been, 
and!  remains,  ncJn-partisan.  The  Award's  processes  have  been  free  from  partisan, 
political,  or  othe|-  influences  ~  by  careful  design  and  by  eight  years  of  practice  and 
constant  refinernent. 


i,  oftc 


understand,  oftcourse,  that  although  this  review  is  primarily  concerned  with  the 
progress  we  are  making  in  fulfilling  the  purposes  of  the  Baldrige  Award,  the  review  must 
also  consider  thk  resources  required,  particuiariy  federal  expenditures.  However,  the 
situation  regarding  resources  and  federal  expenditures  has  turned  out  to  be  far  more 
complex  than  eiiivisioned  in  the  Malcolm  Baldrige  National  Quality  Improvement  Act  of 
1987,  The  reaspn  for  this  complexity  resides  in  the  nature  and  broad  scope  of 
problems  addressed  by  the  Act.  Also,  the  number,  type,  and  diversity  of  U.S. 
institutions  presents  many  challenges.  We  need  to  understand  what  they  are  able  to 
do,  and  virtien.  vlrhy,  and  how  they  contribute  to  national  efforts. 
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The  Award  polity  and  management  questions,  and  the  related  resource  questions, 
then,  pose  new  and  difficult  challenges  regarding  the  best  combination  of  resources  - 
bearing  in  mind  the  purposes  of  the  Award  and  the  goals  and  roles  of  instthjtions.  In 
my  view,  the  right  answer  must  be  appropriate  theoretically  (proper  roles  of  public  and 
private  instltuticjns)  and  pragmatically  (how  to  maximize  and  balance  the  "right  kinds"  of 
resources)  to  meke  effective  and  rapid  progress. 

The  picture  I  want  to  present  today  Is  how  we  have  shaped  the  Baldrige  Award 
Program,  building  upon  the  considerable  strengths  of  the  enabling  Act,  and  working  to 
overcome  the  Act's  (imitations.  In  particular,  I  want  to  convey  my  view  of  what  the 
important  resoL|ces  are  in  this  national  effort  and  how  we  are  working  to  maximize 
private  sector  and  public  sector  volunteerism,  participation,  and  contributions.  I  will 
emphasize  also!  that  working  on  such  a  significant  and  broad  puipose  as  improving 
national  competitiveness,  with  an  award  as  the  only  vehicle,  creates  numerous  strains 
and  distortions  ^at  inhibit  more  rapid  progress.  We  need  to  find  some  way  to 
overcome  this  lihriitation.  The  Council  on  Competitiveness'  recommendations  - 
presented  by  Mr.  Stata  today  --  make  a  number  of  proposals  based  on  careful 
consideration  bf  leaders  from  business,  labor,  health,  and  education.  These 
recommendatiohs  were  endorsed  by  the  leadership  of  the  Council. 


Tuming  now  to 
started. 


he  key  stages  in  the  history  of  the  Award  -  those  related  to  getting 


Establishing  thd  Intent  of  PL  100-107 


During  the  early  months  of  the  Award's  implementation,  Dr.  Ambler,  then  Director  of 
NBS,  Ray  Kamrner,  Deputy  Director,  and  I  spoke  with  members  of  Congress  and  staff 
regarding  the  in  :ent  of  the  law.  We  also  spoke  with  Mr.  John  Hudiburg,  then  CEO  of 
the  Florida  Powjr  and  Light  Company  (FPL),  and  members  of  his  staff,  Isecause  of  the 
central  role  they  had  played  in  fomiulating  and  supporting  the  legislation.  A  number  of 
recollections  stsnd  out  cieariy  from  these  discussions: 

There  were  mounting  concerns  regarding  the  U.S.'  declining 
competitiveness.  We  need  to  act,  not  just  contemplate  the  decline,  was 
the  concern  voiced  by  many. 


jre  was  firm  conviction  that  the  Baldrige  Award  should  set  a  very  high 
stdindard.  To  succeed,  the  Award  must  be  credible  in  every  sense. 
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Tfiere  was  strong  belief  that  the  Award  should  be  a  means  to 
competitiveness  improvement,  not  an  end.  That  is,  the  purpose  of  the 
Award  is  threefold;  building  awareness,  recognizing  leadership,  and 
snaring  best  practices  information.  Success  would  depend  upon  whether 
orlnot  sharing  actually  occurred.  Although  some  concern  was  expressed 
about  whether  winners  would  be  ^iJliiia  to  share,  little  concern  was  voiced 
about  how  a  small  number  of  winners  could  be  expected  to  reach  and  to 
influence  millions  of  organizations. 

The  distinctions  made  in  the  law  through  the  use  of  terms  such  as 
"companies",  "organizations",  "public  sector",  "accept  gifts  from  public  and 
private  sources",  coupled  with  the  authority  given  to  the  Secretary  to 
create  new  categories,  were  universally  tai^en  to  mean  that  the  Award 
should  eventually  be  open  to  all  organizations,  public  and  private,  profit 
arid  non-profit.  Beneficiaries  of  the  learnings  from  the  initial  business 
Award,  however,  are  cleariy  intended  to  be  organizations  in  gj]  sectors. 


•         Siiccess  of  the  Baldrige  Award  effort  would  depend  upon  creating  and 
expanding  partnerships.  Concern  was  expressed  by  some  that  the 
Federal  Government  would  need  to  be  a  full  partner,  and  that  such  a  role 
would  require  that  the  government  learn  to  operate  effectively  in  diverse 
communities.  NBS  (now  NIST)  was  selected  to  manage  the  Baldrige 
Award  not  only  because  of  expertise  in  the  quality  sciences  but  also 
because  of  its  reputation  for  impartiality  and  its  close  ties  to  business  and 
professional  communities.  Some  also  noted  that  many  of  the 
communities  to  be  included  were  fragmented  and  contentious,  a  concern 
brought  to  light  during  the  period  when  the  legislation  was  pending. 

Launching  the  E  aldrige  Award  Program 

In  October  1987,  we  presented  NBS'  (now  NIST)  concept  plan  for  the  Award  to 
Commerce  Sec^tary  Verity,  successor  to  Malcolm  Baldrige.  Elements  of  this  plan  had 
been  presented  to  business  and  professional  society  leaders  in  September  and  eariy 
October.  Mr.  Verity  was  extremely  supportive  and  cleariy  committed  to  having  the 
Baldrige  Award  becon^  an  effective  instrument  in  improving  national  competitiveness. 
He  explained  that  in  preparing  to  assume  his  duties  as  Secretary,  many  friends  and 
colleagues  had  mpressed  upon  him  the  importance  of  strengthening  national 
competltivenessL  and  the  opportunity  presented  to  the  Commerce  Department  by  the 
Malcolm  Baldnre  National  Quality  Improvement  Act  of  1987.  Mr.  Verity  also  explained 
that  the  Reagarr  Administration  was  committed  to  presenting  the  first  Awards  during  Mr. 
Reagan's  term  of  office.  The  target  date  was  set  for  November.  1988.  From  this  target 
date,  we  detenrriined  that  initial  criteria,  evaluation  processes,  and  a  wide  range  of  start- 
up requirement^  had  to  be  met  by  very  eariy  1988. 
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Secretary  Verlti^  then  asked  Mr.  John  Hudiburg  and  Mr.  Sanford  N.  McDonnell  --  both 
supporters  of  the  national  award  concept  -  to  lead  the  creation  of  a  foundation  to  raise 
funds  to  help  siipport  the  Award  Program.  These  business  leaders  accepted  the 
Secretary's  invitation,  and  together  with  executives  assigned  by  them  (Larry  Adams 
from  FPL,  and  Bob  Marvin  from  McDonnell  Douglas)  began  the  effort  to  shape  the 
terms  of  cooperation.  Mr.  Hudiburg  also  assigned  a  loaned  executive,  Mr.  Alan  Siebe, 
to  join  the  NIsV  staff  during  the  period  from  December  1987  to  May  1988,  to  help  with 
implementation 

Early  discussions  of  funding  and  funding  requirements  between  NIST  and  Foundation 
leaders,  although  entirely  cordial,  were  beset  by  numerous  significant  uncertainties. 
These  uncertaiibties  included  availability  and  time  commitments  of  volunteers, 
application  review  time,  possible  need  for  training  of  examiners,  willingness  of 
companies  to  dbnate  resources,  appropriate  fees  to  charge  applicants,  costs  of 
winners'  sharing,  and  role(s)  of  government  employees.  There  were  no  precedents  to 
draw  upon  for  t^ese  discussions.  So  far  as  fundraising  was  concerned,  Foundation 
leaders  believep  that  a  few  million  dollars  could  be  raised  from  U.S.  businesses.  This 
estimate  was  la^er  increased  to  about  $10M,  provided  that  President  Reagan  host  a 
meeting  of  business  executives  to  express  government  commitment  and  to  encourage 
contributions,  ihis  meeting  with  President  Reagan  was  held  in  Spring,  1988.  Vice 
President  Bushj  a  long-time  personal  friend  of  Malcolm  Baldrige,  also  attended  this 
meeting. 


vrith 


b^ 


In  discussions 
would  initially 
sectors.  The 
that  the  busine^ 
sectors  later 
be  sought. 


the  Foundation,  the  law  was  interpreted  to  mean  that  the  Award 
a  business  Award,  but  probably  would  be  opened  later  to  other 
Fecundation  leaders  expressed  the  view,  and  continue  to  stress  the  point, 

fundraising  effort  would  address  the  business  Awards  only;  if  other 
bet;ome  eligible,  some  appropriate  altemative  funding  mechanism  should 
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Among  the  purposes  of  these  hearings  today  is  to  discuss  the  staffing  requirements 
and  the  growthjin  Program  funding.  In  responding  to  these  purposes.  I  would  iilce  to 
give  the  Committee  a  dear  picture  of  what  we  do  and  how  current  requirements  differ 
from  initial  requirements. 
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Award  Proaran^  Level  of  Effort:  196B-89  vs  1994-95 

Although  the  Award  Program  level  of  effort  during  the  first  two  years  is  difficult  to 
determine  exactly,  owing  to  the  many  one-time-only  contributions  and  out-of-hours 
voluntary  efforts  within  and  outside  of  NIST.  I  would  estimate  It  at  about  7  to  10  staff 
years  (full  time  equivalents  per  year)  of  largely  voluntary  contributions.  This  level  is 
now  aijout  two  and  one-half  to  three  times  higher.  The  question  arises:  why  the 
diffierence? 

To  understand  he  difference  between  the  Baldrige  Award  Office's  level  of  effort  in 
1994-1985  verskis  1986-1989,  it  is  necessary  to  understand  what  these  activities  are 
and  how  and  wny  they  have  grown.  Five  examples  illustrate  the  activities  and  the 
changes. 

(1)       MDnitoririQ  the  Award  Processes 


The  intearity  of  the  Award  evaluation  process  is  NIST's  primary  responsibility,  as 
NIST  must  provide  clear  assurances  to  the  Secretary  and  the  President  that  high 
standards  of  ethics  and  competence  have  been  met.  An  area  of  great  increase 
in  time  commitment  over  the  years  is  the  assignment  of  examiners  to 
applications.  The  increase  In  criteria  requirements,  coupled  with  the  demands 
for  greater  reliability  and  better  feedback,  have  led  to  a  more  than  doubling  of  the 
number  iti  examiners  assigned.  In  addition,  the  great  increases  in  related 
awards,  Business  networks,  and  business  partnerships  have  created  many  new 
real  and  apparent  conflict  of  interest  issues  that  make  examiner  assignments  far 
more  difficult  and  time  consuming. 

After  the  Initial  years,  it  was  determined  that  meeting  all  these  standards  and 
other  important  Program  requirements  could  be  accomplished  only  if  NIST 
monitore  i  all  applicant  review  processes,  including  consensus  and  site  visits. 
The  privjte  sector  Board  of  Overseers  concurred  in  this  determination.  These 
requirements  multiplied  NISTs  monitoring  efforts  about  tenfold,  adding 
approxirnately  two  staff  years. 

(2)       Information  Services 


A  major  role  of  NIST  and  the  Baldrige  Award  is  dissemination  of  infonnation.  In 
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the  first  years  of  the  Award,  requests  for  information  reflected  awareness  levels 
and  thehumber  of  networks  existing  at  that  time.  For  example,  an  average  of 
about  38,000  criteria  booklets  were  requested  in  the  first  two  years,  compared 
with  about  180,000  this  year.  In  addition,  there  were  about  5  related  awards  in 
1988-89  versus  more  than  50  today.  Finally,  information  support  to  cun^ent  and 
past  examiners  who  are  sharing  the  Baldrlge  message  through  their  volunteer 
efforts,  IJas  become  a  significant  staff  commitment.  In  the  early  years  there  were 
about  KjO  examiners  and  no  "alumni".  Today,  there  are  270  examiners  and 
about  6(^0  alumni.  Information  services  to  this  very  important  community  are 
now  about  five  times  the  level  of  the  early  years.  Overall,  increased  requests  for 
infonnat  on  add  approximately  five  staff  years. 

Another  major  trend  In  infonmation  services  that  should  be  noted  is  the  very 
significa  it  growth  in  inquiries  and  types  of  infonnation  requested  from  non- 
business i  organizations.  Examples  include  governmental,  health  care,  education, 
and  non[profit  organizations.  This  trend  parallels  the  experiences  of  Award 
iWinners  kvho  also  note  a  growing  increase  in  such  inquiries. 


(3)       Criteria  Development  and  Evolution 

lUnlike  ntost  awards  which  are  based  upon  a  few  general  criteria  which  remain 
basically  the  same  throughout  the  life  of  the  award,  the  Baldrige  Award  criteria 
evolve  each  year.  The  evolution  captures  many  lessons  learned  from  America's 
^est  companies  as  well  as  from  Baldrige  examiners,  NIST  staff,  and  other  criteria 
experts.  Each  year  the  criteria  undergo  a  comprehensive  review.  Over  the  eight 
reviews  since  the  initial  criteria  in  1988,  the  criteria  have  been  modified  and 
expanded  in  many  ways.  The  criteria  and  the  criteria  support  materials  are  now 
far  more  comprehensive  than  eariier,  and  address  a  much  wider  range  of 
performance  issues. 


NIST  has  the  principal  responsibilities  for  literature  review,  criteria  development, 
and  management.  The  level  of  effort  in  criteria  management  varies  slightly  from 
year  to  year  but  is  about  one  staff  year.  This  is  approximately  the  same  as  in  the 
early  years  when  the  criteria  booklet  was  less  comprehensive  but  the  entire  effort 
yvas  newL 


(4)       fexamine^  Selection  and  Preparation 


Examiners  are  the  major  resource  to  the  Baldrige  Award  Program  and  to  the 
Nation.  Their  contribution  to  the  Program  -  converted  to  a  dollar  equivalent  - 
amounts  to  twice  the  current  federal  budget  of  the  Program,  more  than  $6M 
Annually.  Compared  with  the  first  years  of  the  Award,  there  are  about  five  times 
as  many  examiner  applicants.  The  applicants  come  from  more  communities  and 
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states,  and  have  more  diverse  backgrounds.  Also,  the  selection  factors  are 
more  comprehensive,  requiring  more  rigorous  review.  Overall,  examiner 
selection  involves  about  seven  to  ten  times  the  effort  of  earlier  years. 

E)(amin6r  preparation  is  crucial  to  the  success  of  not  only  the  Baldrige  Award  but 
also  to  tlie  related  awards  around  the  U.S.  Overall  preparation  is  now  more 
comprehensive,  courses  have  been  added  for  senior  examiners,  and  many  more 
examiners  are  trained.  Overall,  examiner  training  requires  about  two  to  three 
times  the  effort  of  early  years. 

Overall,  examiner  selection  and  preparation  combined  now  consume  about  two 
to  three  more  staff  years  of  effort  than  in  1 988-89. 


(5)       Network  iServlces 

Network  services  to  other  organizations,  including  the  States,  Award  winners, 
key  umbrella  organizations,  and  Manufacturing  Extension  Partnership  Centers, 
are  vital  |o  the  success  of  the  national  effort.  Through  these  services,  other 
organizations  are  enabled  to  better  serve  their  communities.  In  the  first  years  of 
the  Awand,  the  number  and  types  of  networks  were  much  fewer  than  at  present. 
For  exarraple,  state,  local,  and  federal  award  activities  are  now  about  ten  to 
fifteen  times  the  level  that  existed  in  1988-89.  The  network  activities  are  now 
about  five  tinnes  earlier  levels,  adding  about  five  staff  years. 


Another  purpo 
Baldrige  Award 
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the  Committee  set  for  these  hearings  is  the  proposed  expansion  of 
eligibility  categories  to  include  education  and  health  care  organizations. 


Below,  I  have  symmarized  the  rationale  for  such  inclusion. 
Background 

From  the  language  of  the  law  and  from  the  discussions  held  to  establish  the  law's 
Intent,  It  was  cl^ar  that  most  people  believe  that  the  concepts  of  performance 
improvement  afipiy  equally  well  to  health  care,  education,  and  government  as  to 
business,  even  though  these  sectors  were  not  initially  to  be  made  eligible.  Also,  eady 
discussions  with  performance  experts  indrcated  that  the  best  performing  organizations 
in  these  sectors  were  s^nificantly  behind  the  best  performing  businesses.  Many 
experts  expressed  the  belief  that  improving  U.S.  competitiveness  depends  significantly 
upon  these  non -business  sectors,  which  together  account  for  a  major  fraction  of  the 
U.S.  economy.  The  concerns  were  and  are  not  only  with  operating  costs  in  these 
sectors  but  also  with  their  customer  focus  and  performance. 

Despite  the  lad:  of  eligibility  of  health  care,  education,  and  government  organizations, 
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we  decided  to 
and  the  Board 
to  help  create 
Award  be  broa 
useful  step.  C 
were  develi 
applicants,  and 
dollars  in  privat 
of  this  backgro 
extending  eligi 


ppoint  some  people  from  these  communities  to  the  Board  of  Examiners 
f  Overseers,  beginning  with  the  first  year  of  the  Awards.  This  was  done 
echanisms  to  share  information  as  well  as  to  ensure  that  the  Baldrige 
ly  representative  of  the  U.S.  economy.  This  involvement  proved  to  be  a 

;s-8ector  sharing  of  information  began  to  take  place,  new  partnerships 
,  and  interest  in  quality  grew  in  these  sectors.  Baldrige  Award  winners, 
participants  were  particularly  active  and  effective  in  sharing.  Millions  of 

resources  have  been  spent  on  these  new  efforts.  1  should  add  as  part 
nd  that  over  the  years,  this  Committee  has  addressed  the  issue  of 
lity  and  received  testimony  strongly  encouraging  this  action. 


Beginning  several  years  ago,  there  has  been  increasingly  active  encouragement  to 
extend  eligibility.  The  Award's  Board  of  Overseers  discussed  this  issue  with 
Secretaries  Mo4bacher,  Franklin,  and  Brown  and  received  positive  responses  in  all 
cases.  Discus^ons  with  the  Foundation  for  the  Malcolm  Baldrige  National  Quality 
Award  were  less  positive,  however.  The  issue  was  not  at  all  with  the  appropriateness 
of  extending  eligibility,  but  with  how  such  an  effort  would  be  financed.  The  Foundation 
leaders  believe Khat  using  resources  raised  for  the  business  Awards  might  undermine 
these  Awards.  [They  believe  that  leaders  in  these  other  sectors  should  help  raise  funds 
for  the  new  categories. 


In  order  to  move  fonward  toward  a  decision,  we  decided  to  propose  the  creation  of  pilot 
programs  in  health  care  and  education  for  1995.    Although  the  programs  are  not  yet 
completed,  the  early  results  are  very  encouraging.  We  see  many  positive 
developments  in  these  sectors  similar  to  those  that  were  occurring  in  business  a  few 
years  ago. 


Over  the  years, 
emerged  for  extending 


and  more  persistently  in  the  last  three  years,  the  following  rationale  has 
eligibility  to  health  care  and  education  organizations: 


Many  business  leaders  and  others  believe  that  improving  health  care  and 
educatio  i  is  essential  to  improving  national  competitiveness.  They  cite  the 
results  o  ientation  of  the  Baldrige  Award  ~  focussed  on  better  perfonnance  and 
lower  coi^t  -  as  key  to  the  value  of  inclusion. 

Many  st2  le  quality  award  programs  have  already  extended  eligibility  to  health 
care  and  educatk)n  organizations  with  clear  success. 

The  Bale  rige  Award  Pilot  Programs  in  health  care  and  education  have  shown 
feasibilitj'  to  initiate  the  categories. 

Eligibilityjof  all  sectors,  with  parallel  criteria,  will  foster  cooperation  across 
sectors. 
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Extendira  eligibility  has  been  favored  by  the  last  three  Secretaries  of  Commerce, 
the  last  tWo  Secretaries  of  Education,  and  the  last  two  Secretaries  of  Health  and 

Human  Services. 

I 

There  is  ino  meanlngftil  basis  to  exclude  health  care  and  education 
organizations.  Exclusion  might  be  seen  as  arbitrary. 

Extending  Eligibility:  What  It  Will  Take 


df 


Any  extension 
categories;  that 
education  and 
on"  eligibility  categories 
challenges,  sinde 
status  of  most 
fees.  Also,  we 
in  the  business 


eligibility  must  happen  in  an  analogous  fashion  to  the  business  Award 
is,  through  a  public-private  partnership.  Category  expansion  to 
l^ealth  care  will  benefit  from  economies  of  scale,  since  these  are  "add- 
However,  education  and  health  care  also  present  unique 
these  are  largely  not-for-profit,  public  benefit  sectors.  Organiza'itonal 
£|pplicante  will  make  it  difficult  to  charge  more  than  nominal  application 
cannot  expect  the  same  level  of  pro-bono  sharing  by  winners  as  exists 
categories. 


Program  suppo  t  will  be  needed  for  precess  monitoring  and  other  Award  Office 
functions  in  parallel  and  in  cooperation  with  business  Award  activKies.  In  addition, 
funds  will  be  nesded  to  offset  application  fees  and  to  assist  winners,  through  grants  and 
Award  Office  stpport  functions,  with  their  sharing  of  successful  strategies.  To 
accomplish  ail  tnese  purposes,  a  Baldrige  Foundation  capital  base  of  $10M  for  each 
category  is  anti^pated.  volunteer  efforts  (as  we  have  already  seen  in  the  Pilots)  will  be 
necessary. 


Turning  now  to  another  purpose  of  these  hearings 
achievements  of  the  Baldrige  Award  Program. 

Impacts  and  A^hiovements 


■  to  review  the  impacts  and 


The  Program  operates  as  a  public-private  partnership.  It  is  managed  by  NiST. 
supported  by  a  private  foundation,  fees,  volunteers,  and  the  American  Society 
for  Qualiw  Control  (ASQC).  The  Program  is  evaluated  by  a  Board  of  Ovei^eers. 
Currently;  the  BaWrige  Program  involves  more  than  400  volunteers.  Since  its 
inception,  it  has  involved  about  1,000  volunteers. 

The  Program  develops  rigorous  criteria  and  training  materials  used  by 
organizanons  in  ail  sectors.  The  criteria  drive  best  practice  and  serve  as  a 
vehicle  to  spread  best  practices  information  to  all  regions  and  all  sectors  of  the 
U.S.  economy. 

Award  wihners  and  Award  participants  share  information  on  best  practices  and 
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Prograrr 


performance  results  with  other  U.S.  organizations. 

The  Pro  Jram  helps  to  create  and  support  networks  throughout  the  U.S.;  the 


disseminates  information  and  maintains  people  exchanges  and 


collaborations  with  the  networks. 


wir 


Award  wjnners  (24  winr>ers  to  date)  demonstrate  major  gains  in  productivity,  cost 
reduction,  product  and  service  quality,  market  performance,  and 


competiti 


iveness.  For  example,  improvements  of  20  to  70%  in  productivity  over  5 


years  are  common. 

Award  winners  and  Baidrige-trained  volunteers  conduct  thousands  of  information 
sharing  sessions  each  year  at  no  cost  to  the  Federal  Government. 

Well  ove'  one  million  copies  of  the  Award  criteria  have  been  distributed.  A 
recent  A  3QC  survey  concludes  that  "the  criteria  are  ovenwhelmingly  used  as  a 
source  of  information  on  how  to  achieve  business  excellence".  To  date,  well 
over  lOOlooO  people  in  all  sectors  have  t>een  trained  using  Baldrige  criteria  and 
case  studies. 


f»/lore  thah  60  major  networks  participate  in  and  build  upon  the  Award  Program's 
services.!  f^ost  of  these  networks  didn't  exist  in  1987.  These  networks  include 
about  70%  of  the  states,  the  United  Way  of  America's  Award  Program,  the 
Presidents'  Award  for  Quality  and  Productivity,  and  the  NASA  Award  (Low 


Trophy), 
annually 


The  Baldrige  Program  and  these  networks  comprise  more  than  $100M 
of  public  and  private  funding  and  volunteer  services.  Volunteer  services 


are  the  IJ  rgest  part  of  the  overall  national  award  network.  There  are  currently 


between 


4000  and  5000  volunteers  participating  In  the  networic  of  awards. 


Oklahomp 

Texas, 

Several 


State  efforts  cun^ently  exist  in  Alabama,  Arizona,  Arkansas,  California, 
Connect!  JUt,  Delaware,  FlorWa,  Hawaii,  Illinois,  Louisiana,  Maine,  Maryland, 
Massach  jsetts,  Michigan.  Minnesota,  Mississippi,  Missouri,  Nebraska,  New 
Hampshife,  New  Jersey,  Nevada,  New  Mexico,  New  York,  North  Carolina, 

,  Oregon,  Pennsylvania,  Rhode  Island,  South  Carolina,  Tennessee, 
,  Virginia,  Washington,  the  United  Way  of  America  and  elsewhere, 
(ither  states  have  planning  activities  underway. 


Uah. 


The  Bald  ige  Award  has  led  to  a  great  increase  in  cooperation  and  cross-sector 
sharing,  and  more  rapid  spread  of  best  business  practices.  As  a  result  of  this 
spread,  tliiere  is  growing  Interest  in  these  practices  in  health  care,  education,  and 
govemmint.  The  Baklrige  Award  winners'  demonstration  of  simultaneous  and 
dramatic  mprovements  in  quality,  productivity,  cost,  and  speed  is  the  major 
impetus  ^r  this  interest. 
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The  Award  Program  conducts  an  annual  fee-supported  Award  winners' 
cbnference,  with  more  than  1000  attendees,  in  cooperation  with  ASQC,  the 
AssocJat  on  for  Quality  and  Participation,  and  the  Council  on  Competitiveness. 


Awsird  Program  conducts  four  fee-supported  regional  conferences  each 
the  Conference  Board,  featuring  Award  winners  from  all  years. 
Conferences  help  information  dissemination  to  medium-  and  smaller- 


The 

yearwftf 

Regional 

sized  organizations 


Federal 
criteria 
open  to 
In  additii 
such  as 
Service, 


and 
dill 


(government  organizations  are  beneficiaries  of  the  Baldrige  Award 
lessons  learned.  The  President's  Award  for  Quality  and  Productivity, 
Federal  agencies  and  departments,  is  based  on  the  Baldrige  Award. 
,  Baldrige  Award  materials  are  in  wide  use  in  Federal  organisations, 
e  Department  of  Defense,  Veterans  Administration,  NASA,  '^ostal 
Department  of  Energy,  and  the  National  Security  Agency. 
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TH^  BALDRIGE  AWARD  AND  NATIONAL  COMPETITIVENESS 

I 

One  of  the  purposes  of  these  hearings  is  to  determine  the  effectiveness  of  the  BaWrige 
Award  in  enhancing  national  competitiveness.  The  summary  given  belov*^  addresses 
several  aspects!  of  this  issue. 

The  Baldrige  Award  Program  was  established  in  1987  to  enhance  national 
competitiveness.  Eight  years  of  operating  experience  and  linkage  to  numerous 
networks,  thousands  of  volunteers,  hundreds  of  applicants,  and  about  40  other  nations' 
quality  efforts  provides  a  unique  window  on  national  competitiveness. 

The  Baldhge  Award  evaluation  process  has  given  the  U.S.  -  and  the  rest  of  the  world  - 
an  ability  to  assess  and  compare  organizational  perfonnance.  There  is  now  much 
better  understanding  of  the  meaning  of  "best"  performance,  how  best  performance 
compares  with  typical  performance,  and  how  to  improve  performance. 


How  U.S.  companies  have  performed  in  the  Baldrige  Award  evaluation 


About  5%  of  th^  applicants  have  performed  extremely  well,  and  another  30%  or  so  are 
making  rapid  prtogress.  Many  of  the  rest  of  the  applicants  are  progressing  well,  but  not 
at  a  pace  that  would  give  them  leadership  positions  soon. 


Anas  of  perfdrmance  where  the  iead«r«  excel 


The  leaders  excel  in  many  areas,  such  productivity,  quality,  speed,  innovation, 


workforce  deve 


Number  of  corhpanies  fn  the  U.S.  that  could  perform  at  the  highest  levels  of  the 
Baldrige  Awar  J  evaluation 


We  believe  thai 
the  very  high 
between  these 
the  U.S.  In 
rate  of 


there  are  perhaps  a  few  hundred  companies  that  could  today  challenge 
standards  of  the  Baldrige  Award.  There  is  a  large  and  widening  gap 
companies  and  most  of  the  remaining  several  million  business  entities  in 
words,  the  best  companies  are  not  only  already  much  better,  their 
fmprovelment  is  also  greater. 


othjr 


How  other 
compare  with 


typos 


bpment,  environment,  safety,  and  public  responsibility. 


of  organizations  -  health  care,  education,  government,  etc. 
the  U.S.*  top  businesses 


It's  too  early  to  make  any  broad  judgments,  but  the  Baldrige  Award  and  the  award 
network  have  involved  numerous  leaders  from  these  organizations.  Overall,  the 
performance  offorganizations  in  education,  health  care,  government,  etc.,  lags 
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signff/cantly  befiiind  that  of  the  Nation's  top  businesses.  Although  awareness  of 
perfonnance  improvement  practices  is  growing  in  these  sectors,  infomiation  transfer  is 
still  slow,  and  too  few  role  models  exist  in  these  sectors  to  support  more  extensive  and 
better  targeted  Sharing  of  best  practices.  To  a  considerable  extent,  Baldrige  Award 
winners  are  serving  as  role  models  for  these  sectors,  but  this  approach  is  too  limiting, 
and  places  marjy  inappropriate  demands  (and  costs)  on  the  Awand  winners. 

Implicatfons  of  the  Baldrige  Award  experfences  on  the  overall  national  economy 

Bearing  In  mind  that  the  top  companies  outperfonn  the  others  in  areas  such  as 
productivity,  quality,  speed,  workforce  development,  environment,  safety,  and  public 
responsibility,  tl^e  implications  to  the  U.S.  economy  of  closing  the  performance  gap  are 
tremendous.  F6r  example,  the  top  companies'  productivity  gnawth  and  investments  in 
workforce  development  are  typically  about  three  to  ten  times  or  more  the  national 
averages.  Cledrly,  the  national  improvement  potential  is  very  large,  particularly  if  health 
care,  education  government  and  other  organizations  are  factored  into  the  potential. 


Ironically,  the  tc 
mediocre  perfbij 
competition. 


companies  seem  more  avirare  of  the  need  to  improve  than  do  the 
iers.  in  most  cases,  this  awareness  was  brought  about  by  fierce 


Implications  of  the  gap  between  best  performance  and  typical  performance  to  the 
overall  econon^y 

There  are  rmnyi  implications  of  the  gap.  One  of  the  clearest  implications  is  "supplier 
pressure"  as  the  top  performers  in  highly  competitive  markets  demand  better  quality 
and  lower  pricei  from  their  hundreds  of  thousar)ds  of  suppliers.  This  coukJ  lead  to 
many  business  failures.  Not  all  such  failures  harm  the  overall  economy,  of  course,  if 
other  U.S.  comi  lanies  pick  up  the  slack.  However,  if  our  most  competitive  companies 
are  forced  to  se  dk  overseas  suppliers  or  to  move  more  of  their  operations  overseas, 
there  will  be  a  n  at  U.S.  job  loss,  vi^ich  usually  translates  into  regional  differences.  This 
is  why  it  is  impolant  for  all  regions  in  the  U.S.  to  understand  clearly  that  national 
competitiveness  means  regional  competitiveness.  The  increasingly  tough  requirements 
that  need  to  be  "net  must  be  understood  in  all  regions  of  the  U.S. 


Why  self-Interest 
gap  between 


b$8t 


To  some  extent 
between  best 
leaders  spend 
time  to  participate 
the  resources  tc 


and  national  diffusion  of  information  dont  effectively  close  the 
performance  and  typical  performance 


porfdi 
litle 


natural  diffusion  of  information  and  self-interest  do  close  the  gap 
rmance  and  typical  performance,  but  very  slowly.  Many  business 
time  learning  about  t}est  practices,  and  cannot  afford  to  take  the 
in  rtational-level  learning.  Also,  many  smaller  companies  do  not  have 

invest  in  worldorce  development,  or  to  support  remedial  education.  In 
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other  words,  the  overall  diffusion  of  best  practices  information  is  very  slow  because  it 
depends  significjantly  upon  the  performance  of  our  education  system.  This  is  why  many 
of  the  U,S.'  top  pmpanies  are  becoming  involved  in  education  improvement.  Although 
such  involvement  by  U.S.  companies  is  very  Important,  the  resources  they  have 
available  to  corrimit  to  education  are  small  compared  with  the  hundreds  of  billions  of 
dollars  already  invested  in  our  education  system  itself. 

U.S.  competitiYeness  has  improved,  but  many  business  leaders  are  concerned 
about  the  futur 


The  U.S.'  competitive  position  is  generally  better  than  it  was  a  decade  ago.  Also, 
Americans  believe  by  a  wide  margin  that  U.S.  quality  performance  is  much  better  than  a 
few  years  ago.  jHowever,  the  U.S.'  top  companies  are  concerned  that  the  U.S.  edge 
might  be  short  Ifved.  They  are  aware  that  capital  and  technology  are  easily  transferable 
among  nations  and  that  lower  wage  rates  and  high  workforce  skill  levels  in  many  other 
nations  will  sooi^  result  in  new  competitive  challenges.  There  is  also  concern  because 
many  other  nations  do  a  better  job  in  education  and  in  the  school-to-work  transition. 
Other  persistent  areas  of  concern  include  health  care  costs,  government  costs,  and 
govemment  reglulation. 


The  performance  gap  between  the  best  companies  and  typical  companies  that  exists  in 
the  U.S.  also  exists  in  other  nations.  To  a  great  extent,  then,  projecting  U.S. 
competitiveness  relative  to  other  nations  requires  projecting  relative  rates  of  spread  of 
best  practices.  [This  is  difficult  to  do  in  any  exacting  way. 


It  should  be  notjad 
smaller  (geograj^hk^ally) 
reason,  natural 
rapidly  ih  these 


,  however,  that  most  of  the  U.S.*  toughest  competitors  are  much 
with  higher  relative  levels  of  exports  than  the  U.S.  For  this 
jiffusion  of  best  practices  infomiation  is  likely  to  occur  much  more 
smaller  nations. 


As  Indicated  abbve 
rapklly  throughout 
awards  and 
the;  U.Si  leads 
creation  of  numerous 
ahead  in  rate  ol 
derive  heavily 
sharing  best 
organizations 
traihed  volunteers 
knowledge  with 


,  the  ability  to  assess  organizational  performance  is  spreading 
the  world,  owing  significantly  to  the  creation  of  national  quality 
emphasis  on  performance  measurement  and  improvement.  To  date, 
woHd  in  rate  of  spread  of  best  practices  due  in  large  part  to  the 
networks,  such  as  State,  local,  and  other  types.  Also,  the  U.S.  is 
spread  from  the  business  sector  to  other  sectors.  These  benefits 
the  Baldrige  Award  criteria  that  create  a  consistent  framework  for 

and  from  Baldrige  Program  educational  materials  that  teach 
to  use  the  criteria.  Also,  Baldrige  Award  winners  and  Baldrige- 
have  expended  considerable  private  resources  to  share  their 
organizations  in  all  sectors  of  the  economy. 
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I  pointed  out  at 
bear  upon  ttie  v^lue 


he  outset  that  I  would  highlight  key  observations  and  conclusions  that 
of  the  Award  and  how  it  operates. 


Obattrvations  a  nd  Conclusions 


Primary  Resources 


resources 


The  primary 

time  and  organl^tional 

resources  amount 

earnings 


in  the  national  effort  to  improve  competitiveness  are  volunteer 
partnerships,  not  financial  contributions.  These  primary 
to  about  two-thirds  of  the  national  effort.  Financial  contributions  and 
therefrbm  amount  to  less  than  10%  of  the  total. 


Volunteer  efforts 
experiences  th4 
again  over  the 
Program.  In  my 
importance. 


(t)  To  serve  effectively 
focus  their  efforts 


and  partnerships  are  effective  because  the  participants  gain 
benefit  themselves  and  their  organizations.  As  emphasized  again  and 
yfears,  the  volunteer  contributions  are  a  major  benefit  of  the  Award 
view,  the  law  either  missed  this  point  or  greatiy  underestimated  its 


want  to  make  tivo  extremely  important  points  in  regard  to  the  volunteer  efforts: 


,  volunteers  need  to  be  supported  by  people  who  organize  and 
and  maintain  continuity. 


(2)  Most  of  the  /olunteers  contribute  great  amounts  of  personal  time  as  well  as 
company  time.  Because  of  this  extraordinary  commitment,  the  volunteers  and  their  . 
companies  descirve  and  want  credit  and  recognition. 

In  the  Baldrige  /ward  Program,  NIST  plays  the  key  volunteer  support  role.  Specifically, 
NIST  organizes  and  manages  the  volunteer  efforts,  provides  volunteers  with  information 
and  materials  to  do  tiieir  worit,  and  gives  them  recognition  through  special  ceremonies 
with  the  Secretary  of  Commerce  and  ttie  President.  NIST  also  helps  volunteers  in  their 
State  and  community  efforts,  most  of  which  operate  on  very  limited  resources. 

Payment  of  Feos 


Fee  paying 
Program  are  no 
addition,  ttie 
more  to  1). 


AwsN  applicants  derive  benefits,  but  the  main  beneficiaries  of  the  Award 
applicants,  but  are  organizations  of  all  kinds  which  do  not  pay  fees.  In 
ma^n  beneficiaries  greatiy  outnumber  the  applicants  (perhaps  1000  or 
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The  Baldrige  Award  Program  derives  some  revenues  from  applicant  participation  fees, 
but  such  fees  d©  not  cover  the  costs  of  the  overall  Program.  One  could  argue  that  the 
applicants  shou  d  pay  for  the  overall  Program,  if  they  are  presumed  to  be  the  sole 
beneficiaries,  "mis  is  not  the  case  -  they  are  not  the  sole  beneficiaries.  Nor  was  this 
intended  by  the  law.  An  analysis  of  this  fee  and  beneficiary  situation  follows. 


Applicants  pay 
($4000  for  man 
(amount  depeni 
site  visit  stage 
companies  appi 
other  U.S.  orga 
excess  of  the  tl 
winning  compa 


ree  separate  fees:  for  eligibility  determination  ($50),  application 
ifacturing  and  service  qi  $1200  for  small  business),  and  site  visit 
ent  on  complexity  of  visit).  In  1995,  an  applicant  company  reaching  the 
id  overall  fees  of  more  than  $13,000.  It  is  important  to  note  that 
for  the  Award  in  anticipation  of  winning  and  sharing  information  with 
izations.  This  sharing  incurs  many  direct  and  Indirect  costs  -  well  in 

fees  described  atrove.  These  costs  are  borne  entirely  by  the 
ies. 


Implicit  in  the  vifew  that  applicants  should  pay  for  all  or  most  of  ttie  entire  Program  is 
that  applicants  ire  the  main  purpose  of  the  Program,  that  most  of  the  Award  Program's 
activities  support  the  applicants,  and  that  applicants  alone  capture  ail  or  most  of  the 
Program's  ben^its.  The  law  itself  makes  clear  that  the  Program's  main  purpose  is 
educational  -  sraring  information  about  successful  quality  strategies.  This  means  that 
the  law  requireel  that  Award  applicants  and  Award  winners  not  be  sole  beneficiaries.  In 
other  words,  th^  Award  could  not  be  given  to  a  company  unless  it  is  willing  to  share 
information  wlttTJ  other  U.S.  organizations.  Indeed,  the  public  nature  of  the  winners' 
sharing  means  hat  even  business  competitors  of  Award  winners  have  access  to 
information  abo  Jt  the  virinners'  successful  strategies.  In  addition,  non-winning 
applicants  contr  ibute  significantly  to  national  sharing,  but  do  not  even  receive 
recognition  via  an  Award. 


The  Baldrige  Avirard 
successful  stratsgies 
of  organizations 
and  helping  them 
Program.  This 
national  "Baldrid|e 
Baldrige  Award  {Program 


Program  worits  to  ensure  that  information  about  the  winners' 
reaches  the  largest  possible  audience  -  many  tens  of  thousands 
of  all  types  each  year.  These  organizations  are  the  main  ber^eficiaries, 

improve  their  performance  is  the  main  purpose  of  the  Award 
nformation  sharing  involves  efforts  by  thousands  of  volunteers  in  the 
network",  and  coordination  and  educational  materials  provided  by  the 
staff  at  NIST. 


Donations 
Donations  have 


Expecting  the  aaplicants  to  pay  for  the  whole  Program  misses  both  the  purpose  of  the 
Program  and  its  operational  strategy:  non-applicant  beneficiaries  outnumber  applicants 
more  than  1000  to  1 .  Moreover,  this  ratto  continues  to  increase. 


been  an  important  part  of  the  BaWrlge  Award  Program,  but  donations 
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do  not  tend  to  operate  as  a  "free  market"  -  allocating  donations  and  benefits  in  a 
reasonable  way   The  current  donation  system,  taking  into  account  the  fact  that  the 
donors  are  also  the  companies  that  are  principal  contributors  of  volunteers,  is  highly 
distorted.  Furth  ?r  distortion  woukJ  mean  that  America's  companies  would  be  asked  to 
assume  the  role  of  govemment,  including  paying  for  government  employees. 
Moreover,  a  principal  role  for  these  employees  as  civil  servants  is  to  make  certain  that 
the  main  benefits  address  key  needs,  serving  mainly  those  who  have  not  made 
donations. 

The  Foundation  for  the  Malcolm  Baldrige  National  Quality  Award  has  raised  over  $10M 
and  makes  an  annual  contribution  of  more  than  $600K.  The  Foundation  is  capitalized 
through  donatio  is  made  by  about  150  companies.  More  importantly,  these  and  other 
companies  and  organizatkins  donate  the  services  of  executives  and  employees  to  the 
Award  Program   The  estimated  value  of  these  services  exceeds  $6M  per  year.  This 
does  not  include  the  donated  services  of  the  24  Award  winners,  which  are  substantial  ~ 
reflected  in  thousands  of  sharing  activities  each  year. 

A  funding  system  based  upon  donation  wori<s  best  (in  principle  and  in  practice)  when 
the  donors  and  beneficiaries  overiap  substantially  and  levels  of  donation  are  reasonably 
proportional  to  tienefits.  in  the  Baldrige  Award,  the  benefrciaries  greatly  outnumber  the 
donors,  and  theldonor  pool  is  nan-ow  (larger  companies)  compared  with  the  main 
beneficiary  poos  (small  businesses,  govemment,  health  care,  education,  etc.).  Based 
upon  Vne  estimated  10  million  organizational  units  in  the  U.S.  of  the  type  that  participate 
in  and/or  benefi|  from  the  Baldrige  Award  process,  the  average  "fair  share"  contribution 
needed  to  displace  the  Federal  payment  of  $3M  would  amount  to  about  30  cents  per 
year  per  donor  4iot  amenable  to  an  easy  or  cost-efficient  collection  process). 

A  proposal  to  fully  fund  the  Baldrige  Award  Program  via  donations  would  mean  that  a 
few  donors  should  pay  all  costs,  so  that  a  large  number  of  beneficiaries  -  who  are  the 
main  purpose  a '  the  Program  -  do  not  have  to  pay  at  all.  NIST  funding  for  a  portion  of 
the  Program  is  based  upon  the  principle  that  govemment  funding  actually  comes 
closest  to  balan  i^ing  costs  and  benefits,  at  minimum  collection  cost  and  requiring  no 
new  coilectjon  nechanisms  or  regulations. 

Croating  a  MorB  Extanstve  Fee  System 


Fees  have  beer 
a  clear  "i 
detemnined. 
However,  most 
involve  NIST, 


Fo^ 


an  important  part  of  the  Baldrige  Award  Program  when  there  has  been 
transaction  point"  (benefits  transfers)  where  value  versus  fee  is  easily 
example,  fees  are  charged  for  applications  and  conferences. 
3f  the  key  transaction  points  related  to  the  Baldrige  Award  do  not 
to  change  this  situation  wouki  be  costly  and  intrusive. 


and 
A  fee  system  w^rks  best  (in  principle  and  in  practice)  when  the  fees  are  commensurate 
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with  benefits.  A 


fair,  efficient,  and  non-intrusive  fee  system  operates  as  follows: 


those  ths  t  pay,  benefit 

those  th£  t  benefit,  pay 

benefits  ^nd  payments  are  reasonably  proportionate  and  clearly  linked 

fees  do  Hot  prevent  or  distort  the  delivery  of  principal  benefits 

the  fee  system  does  not  impose  significant  new  costs  or  create  undesirable 

coUectioH  mechanisms. 


(1) 
(2) 
(3) 
(4) 
(6) 


If  the  service  involves  the  government,  and  the  govemment  itself  is  to  receive  payment, 
the  government} itself  must  be  a  party  to  the  transaction.  Otherwise  the  govemment 
would  need  to  ektabilsh  some  rules  and  regulations  regarding  transactions  when  it  is 
not  an  involved  party,  or  inject  itself  as  a  party  in  the  transactions  so  that  it  can  receive 
payment.  The  former  represents  an  onerous  burden,  imposing  new  costs  to  the 
govemment  and  to  the  private  sector.  The  latter  is  intrusive,  adds  no  value, 
discourages  volLmteer  activities  and  is  even  more  costly. 

A  rough  estlmaie  of  the  number  of  "transactions"  per  year  involving  activities  of  the 
Baldrige  Award  pnd  related  awards  is  in  the  millions  -  perhaps  many  millions.  Because 
of  the  Award  Prpgram's  strategy  of  decentralization  and  local  leadership,  only  a  very 
small  fraction  or  the  transactions  now  directly  involve  NIST. 


The  above  analysis 
transactions  derived 
characteristics 


shows  that  a  more  extensive  fee  system  built  around  beneficial 
from  the  Baldrige  Award  would  have  several  undesirable 


•  It  would  be  regulatory  or  intrusive. 

•  Collection  costs  would  actually  exceed  amounts  to  be  collected.  (The  amounts 
to  be  collected  would  need  to  be  one  dollar  or  less  per  transaction,  if  overall 
collectiorls  are  to  pay  the  costs  now  borne  by  NIST). 

•  NISrs  c6sts  would  increase  and  its  activities  would  be  driven  heavily  by  fee 
considerations  rather  than  primarily  by  benefits.  This  would  be  especially 
troublesome  in  interactions  with  State  and  local  programs  that  operate  largely 
through  Volunteers,  struggle  with  resources,  and  could  not  afford  to  pay  NIST 
fees  for  sharing  of  criteria,  experiences,  and  educational  materials.  Indeed, 
chargingtfor  the  intellectual  costs  associated  with  producing  public  domain 
documents  is  questionable. 

Sharing  by  Avi|ard  Winners 

Sharing  by  Award  winners  is  the  major  value  of  the  Award.  Nevertheless,  the  law  does 
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not  indicate  or 
occurs  via  numerous 
and  on  the  Awa  ti 


ppvide  niechanisms  for  this  shanng  to  occur.  As  a  result,  sharing 

avenues,  many  of  which  create  serious  strains  on  Award  winners 
Program  Office. 


The;  law  provides 
million  organizajional 
organizations,  i 
might  seek  infoi^nation 


for  up  to  six  winners  per  year.  Within  the  U.S.,  there  are  perhaps  10 
entities  of  all  types  and  sizes  and  in  all  sectors.  In  many 
rjiprovement  efforts  are  fragmented,  creating  even  more  groups  that 
from  the  winning  companies.  How  Is  sharing  to  occur? 


Although  the 
-many 
pressures  on 
to  conclude 


level 


of  sharing  is  extremely  high  -  much  higher  than  anticipated  in  1987  - 
organiz2(tions,  particularly  smaller  ones,  are  not  reached.  Nevertheless, 

resources  of  Award  winners  have  led  some  potential  Award  applicants 
that!  the  "cost  of  winning"  is  prohibitive. 


The  Baldrige  Avrard  Program  conducts  conferences  featuring  the  Award  winners,  but 
such  conferences  meet  only  a  fraction  of  the  need.  A  major  part  of  NIST's  strategy  over 
the  years  has  biien  to  foster  partnerships  and  networics  throughout  the  U.S.,  so  that  the 
sharing  could  oicur  more  quickly  and  efficiently.  This  requires  dedicated  resources  for 
NISt  to  carry  out  such  collaborative  "infrastructure"  building.  The  Council  on 
Connpetitivenesis'  proposal  to  have  the  Baldrige  Award  Program  become  the  BakJrige 
National  Quality  Center  represents  a  practical  step  in  this  direction. 


The  NIST  Role^ 


An  Analogy  wtth  Standards  Development 


Operating  the  Blaldrige  Award  is  a  logical  extension  of  NISTs  wori<  in  measurements, 
standards,  and  services  to  industry. 

Although  the  Beldrige  Award  criteria  are  not  a  "standard"  in  the  usual  sense  of  the 
word,  the  criteriii  are  widely  used  as  a  standard,  and  fulfill  many  of  the  purposes  for 
which  standards  are  developed.  In  addition,  the  criteria  are  far  more  general  than  most 
standards,  and  pence  find  use  in  a  wider  range  of  applications  and  communities.  Their 
use  in  multiple  ciommunities  enables  numerous  benefits  not  achieved  by  "real" 
standards.  For  jexample,  the  Baldrige  criteria  foster  communications  and  cooperation 
across  sectors  and  within  sectors. 

The  concept  of  pmilies  of  criteria  emerging  from  the  Education  and  Health  Care  Pilot 
Programs  as  w^ll  as  fnDm  the  State  award  programs,  the  United  Way  of  America 
Program  and  otners,  offers  a  powerful  means  to  better  align  institutions  and  resources 
(trillions  of  dollars)  behind  common  purposes,  while  maintaining  the  identity  and 
character  of  tha different  institutions.  The  families  of  criteria  also  enlarge  the  concept  of 
best  practices  to  include  numerous  relationship  issues,  such  as  customer  -  supplier  and 
business  -  educiation  partnerships. 
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The  Baldrige  Award  and  the  State  and  local  awanjs  have  spawned  numerous 
partnerships,  most  notably  State-Federal  and  State-State. 

The  larger  purposes  of  standards  in  sodety  are  to  reduce  transaction  costs  and 
increase  tienefitp  to  buyers,  sellers,  and  those  affected  by  the  transactions.  Throughout 
the  world,  govenimental  organizations  and  private  sector  bodies  have  been  involved  in 
standards  devebpment.  Usually,  standards  cover  a  nan'ow  scope,  and  are  developed 
by  technical  experts  in  specific  areas.  Consensus  is  important,  as  standards  can  be 
defined  in  wayskhat  distort  markets  or  favor  one  technology  or  product  over  others. 
Consensus  may  also  be  hard  to  reach,  owing  to  competing  interests.  Governments 
piay  a  vital  role  ih  convening  the  parties  and  in  "brokering"  the  consensus  processes. 

The  Baldrige  Avrard  Program  has  played  this  convening/brokering  role  for  eight  years 
through  creatior  and  eight  revisions  of  a  highly  complex  "standard".  Much  less 
complex  standa  ds  might  have  undergone  only  one  or  two  revisions  in  a  comparable 
time  period,  Th  js  it  would  be  hard  to  argue  that  govemment  leadership  has  slowed  or 
distorted  the  pre  cess.  The  feet  that  private  sector  communities,  including  scores  of 
communities  no ;  previously  associated  with  NIST,  accepted  NIST's  role,  reflects  the 
long  tradition  at  NIST  to  effectively  convene  and  broker  diverse  parties.  In  addition, 
much  of  NIST's  technical  programs  and  services  are  broadly  supportive  of  quality 
improvement.  1  he  issues  associated  with  standards  and  their  technical  support  are 
becoming  fer  mijre  complex  and  crucial  as  worid  trade  grows  and  competition 
Intensifies.  Fragmentation  of  U.S.  standards  efforts  could  work  to  its  disadvantage. 


The  connection  between  the  Baldrige  Award  criteria  and  standards  has  become  an 
important  one,  as  abotit  40  other  nations  have  used  the  Baldrige  criteria  as  a  template 
for  their  competftiveness  improvement  efforts.  The  strong  perfonnance  of  U.S. 
companies  in  these  other-nation  award  programs  illustrates  the  value  of  world 
leadership  for  the  U.S.  in  this  area.  Japan,  heretofore  the  acknowledged  leader  in 
quality,  is  currently  conducting  a  Baldrige  experiment.  A  major  part  of  their  rationale 
relates  to  the  siuxess  of  the  Baldrige  Award  in  involving  all  sectors  of  the  economy, 
and  the  Award's  promoting  sharing  of  best  practices. 


Turning  now  to 
regarding  our 


ihe  law  vt^ich  created  the  Baldrige  Award,  I  have  a  few  comments 
eriences  trying  to  work  toward  the  law's  very  significant  aims. 


eijp 


First,  a  general  bomment.  The  basic  thrust  of  the  law  is  sound.  The  language  spells 
out  clear  purposes  and  directrons,  but  does  not  overly  prescribe  nr^thods  or  criteria. 
This  offers  considerable  latitude  In  interpretation  and  in  implementation. 

We  have  experienced  some  major  difficulties  with  the  law,  however.  One  such  difficulty 
is  the  limit  of  2  on  the  number  of  awards  that  may  be  made  in  each  eligibility  category. 
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There  are  two  problems  with  the  limit,  both  important  to  the  success  of  the  national 
effort  to  improve  performance: 

(1 )  The  limit  Inhibits  sharing  of  best  practices  information  among  some  of  the  U.S.' 
most  corapetitive  companies.  We  would  like  to  see  companies  which  vie  for  the 
Award  help  one  another  because  we  believe  it  is  in  the  national  interest  to  have 
many  wohd  leading  companies  in  the  U.S. 

(2)  The  limit  Discourages  some  excellent  companies  from  participating. 

The  issue  of  thii  limit  has  been  raised  often  during  the  past  five  years.  We  have  always 
emphasized  that  removal  of  the  limit  would  not  lower  the  standards  of  the  Awanj.  In 
fact,  the  standards  have  become  tougher  over  the  years  and  we  believe  they  must 
become  even  tclugher.  The  Baldrige  Award  Judges  again  echoed  this  concern,  during 
their  meeting  Ia4t  week,  and  asked  that  I  emphasize  at  this  hearing  their  support  for 
removing  the  lirnit  of  two  Awards  per  eligibility  category. 

Another  area  dndifficulty  with  the  law,  relates  to  the  issue  of  the  vwnners'  sharing.  The 
law  on  one  hand  limits  the  number  of  winners  to  a  few  per  year.  On  the  other  hand,  the 
law  requires  that  winners  share  with  other  U.S.  organizations.  To  make  an  impact, 
such  sharing  must  involve  hundreds  of  thousands  or  even  millions  of  other 
organizations,  tliis  is  beyond  the  resources  of  even  America's  largest  companies. 
While  the  Award  Program,  working  with  others,  including  the  Award  winners,  has  made 
much  progress  |n  creating  pathways  for  sharing,  we  have  yet  a  long  way  to  go.  The 
demands  on  the  Award  winners,  particulariy  smaller  ones,  are  too  great.  Most  have 
continued  to  shkre  well  beyond  the  one  year  of  sharing  we  ask  of  them.  Were  it  not  for 
this  continued  sriaring,  the  national  effort  would  not  have  advanced  nearly  as  well  as  it 
has.  The  Award  Program  should  build  networks  and  create  materials  to  accelerate  the 
pace  of  sharing    Such  approaches  should  be  carried  out  in  collaboration  with  others, 
which  has  beerrthe  mode  of  operation  of  the  Program  from  its  inception. 

The  paragraph  bf  the  law  dealing  with  funding  assumes  that  donations  and  fees  -  cash 
flow  ~  are  the  "nfe  blood"  of  the  Award  and  what  it  is  expected  to  accomplish.  Our 
experience  shows  that  this  assumption  is  seriously  misdirected.  The  life  blood  of  the 
Award  is  the  energy  it  has  unleashed  in  thousands  of  volunteers,  in  the  Award  winning 
companies,  and  others.  Their  efforts  over  the  years  translate  into  many  hundreds  of 
millions  of  dollars  of  benefits  to  the  U.S.  More  importantly,  their  efforts  translate  into  a 
renewed  belief  that  U.S.  organizations  can  be  world  leaders.  We  are  learning  about 
what  this  leadeiship  is,  how  it  works,  what  it  produces,  and  how  we  can  measure  it.  We 
are  learning  abiut  how  to  align  institutions,  including  the  federal  govemment,  to 
address  what  ij  now  a  major  challenge  -  to  remain  competitive  in  the  face  of 
Intensifying  confeipetition.  Other  nations  have  noted  what  we  have  done  and  are  moving 
to  emulate  us.  fi^e  need  to  be  concemed  that  they  might  do  a  much  better  job  than  we 
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no 


have.  The 
below  the 
effort. 


fede^l  contribution  -  only  a  few  percent  of  the  total  national  effort  and  well 
govef  nments  proportion  of  GNP  -  Is  critical  to  the  success  of  this  national 


There  is  a  great 


deal  of  discussion  these  days  about  the  benefits  and  costs  of 


government  programs.  Such  self-examinations  have  been  part  of  the  business  scene 
for  some  time,  thriven  by  competition,  our  best  business  leaders  are  learning  to  assess 
the  "value  addeD"  and  modes  of  operation  of  all  business  activities.  The  results  in 
many  cases  ha\;e  been  dramatic  improvements.  But  these  gains  we  see  in  the  Baldrige 
Award  winners  dre  still  very  rare  in  business,  and  rarer  still  in  our  other  institutions.  The 
Baldrige  Award  is  about  understanding  and  facilitating  the  sharing  of  ttie  practices  that 
enable  the  major  gains  the  Awanj  winners  have  demonstrated. 

That  we  have  nriade  progress  with  very  small  federal  expenditures  speaks  to  the  vast 
resources  and  Energy  contributed  by  our  partners  in  the  national  effort  -  the  Award 
winners,  the  Aw^rd  applicants,  the  Examiners.  Overseers,  State  programs,  ASQC  -  to 
name  a  few.  W  3  wish  to  thank  them  all  for  their  part  in  this  experiment  in  our  national 
life  -  to  buHd  a  partnership  to  improve  our  institutions. 


in  closing,  I  wish 
the  Baldrige  Awbrd 
small  agency  in 
gratifying. 


also  to  thank  the  Committee  for  giving  me  this  opportunity  to  describe 

Program  and  some  of  its  accomplishments.  As  a  small  part  of  a 
a  relatively  small  government  department,  this  level  of  attention  is  most 
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Mrs.  MORELLA.  Mr.  Brown,  it  is  a  pleasure  to  see  you  again. 

STATEMENT  OF  THE  HONORABLE  CLARENCE  J.  BROWN, 
FORMER  DEPUTY  SECRETARY  OF  COMMERCE,  WASHING- 
TON, D.C. 

Mr.  Clarence  Brown.  It  is  nice  to  see  you.  I  am  pleased  to  have 
the  opportunity  to  be  with  you  today. 

First  let  me  say  that  my  testimony  does  not  reflect  the  views  of 
the  United  States  Capitol  Historical  Society,  which  I  am  currently 
serving  as  president.  It  is  a  nonpartisan  501  [c]  [3]  educational  orga- 
nization chartered  by  Congress  which  does  not  take  stands  on  pub- 
lic issues. 

My  testimony  is  in  response  to  your  Committee's  request  because 

I  served  for  four-and-a-half  years  as  Deputy  Secretary  of  Com- 
merce, most  of  that  time  when  Malcolm  Baldrige  was  Secretary  of 
Commerce,  and  I  am  pleased  to  be  here  with  my  former  associate, 
Mr.  Reimann. 

In  conversation  last  night  at  dinner  with  a  colleague  who  served 
in  the  department  at  the  same  time,  I  was  reminded  of  some  things 
not  in  my  written  testimony.  So  I  will  address  those  things  and 
leave  my  written  testimony  on  the  record  for  your  farther  perusal. 

When  the  suggestion  was  first  made  of  a  National  Quality 
Award,  the  Reagan  Administration  and  the  Baldrige  Commerce  De- 
partment were  opposed  to  the  idea  because  it  appeared  that  it  was 
to  be  a  taxpayer-financed  government-operated  program. 

Although  there  was  no  objection  to  a  national  Award,  neither  the 
President  nor  the  Secretary  wanted  it  to  be  financed  from  the  Fed- 
eral budget,  and  both  felt  that  the  Federal  bureaucracy  was  ill 
equipped  to  assess  the  achievement  of  quality  and  efficiency  in  the 
production  of  goods  and  services  in  the  private  sector. 

However,  after  a  year  or  so  of  discussions,  the  conclusion  was 
reached  that  the  presentation  of  one  or  more  awards  for  quality  to 
private-sector  companies  might  serve  as  an  example  and  a  stimulus 
to  other  private-sector  companies  to  increase  their  emphasis  on 
quality,  not  unlike  the  Pulitzer  in  the  newspaper  business,  or  the 
Nobel  in  the  areas  of  research,  which  is  of  course  a  world-wide 
award. 

But  there  were  several  components  that  the  Administration  and 
the  department  concluded  must  be  in  the  program  for  it  to  receive 
Administration  and  Departmental  support. 

First,  the  Award  was  to  embrace  or  to  be  an  extension  of  the 
Quest  for  Excellence  Program  that  the  Department  of  Commerce 
was  then  operating.  That  program  was  a  recast  of  the  World  War 

II  program  which  gave  the  "E  for  Efficiency"  pins  and  flags  to  com- 
panies engaged  in  war  production  which  they  could  then  fly  with 
their  American  Flags  to  indicate  their  dedication  to  the  War  effort. 

In  the  case  of  Quest  for  Excellence,  the  Flags  were  to  go  to  those 
companies  which  were  successful  in  expanding  their  export  mar- 
kets through  the  production  of  superior  goods  and  services. 

Second,  the  Award  was  to  be  based  on  the  achievement  of  quality 
by  improvements  on  the  factory  floor  where  Secretary  Baldrige  felt 
the  key  to  success  was  to  be  found  in  any  business  operation.  He 
prided  himself  in  that  aspect  of  his  career  which  saw  him  work  di- 
rectly with  the  men  and  women  producing  products  in  his  plant. 
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He  and  I  had  some  interesting  discussions  about  there  relative 
merits  of  the  current  curricula  of  many  business  schools  which 
taught  management  of  various  kinds — financial  management,  labor 
management,  and  so  forth — but  did  not  teach  production. 

Third,  the  Award  Program  must  be  conceived  and  operated  by 
the  private  sector  and  not  the  government.  Secretary  Baldrige  rec- 
ognized the  difference  between  the  requirement  of  private  business 
to  be  self-supporting — that  is,  to  make  a  profit — and  a  government 
program  which  operates  on  taxpayer  revenues  provided  by  appro- 
priations through  the  political  process. 

Finally,  the  program  would  have  to  be  self-financed  and  not  paid 
for  with  public  funds.  Reducing  the  Federal  budget  deficit  was  an 
objective  of  the  Administration  and  the  Department  even  then. 

If  the  Program  met  those  four  criteria,  it  would  have  the  support 
of  the  Administration  and  the  Department.  The  Program  lan- 
guished there  for  a  time  until  the  Secretary's  accidental  death 
when  it  was  approved  on  a  wave  of  emotion  which  followed  that  oc- 
currence. 

I  was  Acting  Secretary  at  the  time  and  the  legislation,  as  I  recall, 
met  the  criteria  I  just  described  as  meeting  the  standards  for  both 
the  Administration  and  the  late  Secretar/s  support. 

Thank  you,  Madam  Chairman. 

[The  prepared  statement  of  Mr.  Brown  follows:] 
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during  tenure  of  Secretary  Malcolm  Baldrige 

before   the 

Committee  on  Science 

U.  S.  House  of  Representatives 

October    18,    1995 

Madam  Chair  and  members  of  the  Subcommittee  on  Technology,  I  am  flattered  to  be 
invited  to  testify  today  before  your  distinguished  Committee.  However,  I  do  not  wish  to  appear 
under  any  false  pretenses.  The  views  I  express  today  do  not  reflect  any  position  by  the  U.S. 
Capitol  Historical  Society  of  which  I  am  currently  president.  It  is  a  non-partisan,  totally  private 
501  (c)3  educational  institution  which  does  not  take  sides  on  any  current  public  issues. 

I  have  been  asked,  as  Deputy  Secretary  of  Commerce  to  Secretary  Malcolm  Baldrige 
for  over  four  years  to  express  my  personal  views  on  the  Baldrige  Quality  Award.  It  must  be 
noted  that  I  played  little  or  no  personal  role  in  the  establishment  of  the  Baldrige  Award.  I  was 
serving  as  Acting  Secretary  of  Commerce  when  the  Malcolm  Baldrige  Quality  Improvement 
Act  (HR  812)  was  passed  on  August  20,  1987,  as  an  amendment  to  the  Stevenson-Wydler 
Technical  Innovation  Act  of  1980.  As  Public  Law  100-107,  HR  812  established  the  concept  of 
the  Baldrige  Award  which  was  to  be  supported  by  a  private  foundation  established  by 
executives  of  private  companies  who  had  been  friends  and  acquaintances  of  Mr.  Baldrige 
during  his  career  in  the  private  sector.  I  was  not  a  member  of  the  committee  which  drew  up 
the  operating  charter  of  the  Award,  nor  have  I  served  on  the  non-profit  organization 
established  to  see  to  its  funding. 

I  did  serve  as  Deputy  Secretary  to  Malcolm  Baldrige  during  most  of  his  service  as  the 
Secretary  of  the  United  States  Department  of  Commerce.  Mr.  Baldrige  became  Secretary  on 
January  20^  1981,  following  the  election  of  President  Ronald  Reagan,  and  served  until  his 
accidental  death  on  July  25,  1987. 1  served  as  acting  Deputy  from  early  July  1983,  when  I 
was  appointed  by  President  Reagan,  until  my  confirmation  as  Deputy  Secretary  on  October 
11,  1983,  and  from  then  until  January  31,  1988,  when  my  previous  resignation  became 
effective.  I  served  as  acting  Secretary  on  several  occasions  during  his  absence  and  from  his 
death  until  the  confirmation  on  October  19,  1987,  of  his  distinguished  successor  and  my 
friend,  William  Verity. 

I  do  have  strong  impressions  of  Secretary  Baldrige's  views  about  both  the  issue  of 
quality  in  the  production  of  goods  and  services  by  the  private  sector  and  about  economies 
and  efficiencies  and  the  importance  of  a  balanced  budget  in  the  operation  of  the  federal 
government— in  particular,  of  those  agencies  of  the  government  under  the  jurisdiction  of  the 
Commerce  Department  during  that  time. 

There  is  no  question  of  the  commitment  to  quality  Mac  Baldrige  felt,  both  as  a  business 
executive  in  the  private  sector  and  as  an  executive  of  the  major  federal  department  dedicated 
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to  the  support  and  development  of  private  businesses.  Scoville  was  the  struggling  company 
in  a  declining  industry  which  he  took  over  and  turned  into  a  major  international  company.  The 
Scoville  history  went  back  to  the  making  of  buttons  for  the  uniforms  of  soldiers  in  America's 
Revolutionary  War.  It  made  them  for  both  the  Union  and  the  Confederacy  during  the  Civil  War 
and  converted  to  a  major  peacetime  industry  when  brass  bushings  were  an  integral  part  of 
most  of  the  machinery  on  which  America  operated  through  the  1920s. 

Baldrige  took  over  Scoville  after  World  War  II  when  it  was  a  sick  company  in  a 
declining  industry.  But  through  a  dedication  to  quality  and  good  management  practices,  he 
built  a  profitable  and  strong  company.  It  barely  survived  him,  however.  It  was  sold  after  he  left 
it  to  become  Secretary  of  Commerce. 

At  Commerce,  once  again,  Mac  Baldrige  was  obliged  to  apply  his  management  skills 
to  accomplish  a  turn-around.  During  his  tenure.  Commerce  progressed  from  being  a 
disjointed  confederation  of  loosely  managed  seemingly  unrelated  agencies  attempting  to 
serve  a  community  of  diverse  businesses  to  become  an  integrated  department  dedicated  to 
serving  the  American  business  community  in  its  restructuring  to  face  international  competition 
in  a  single  world  market. 

Baldrige's  description  of  the  organization  chart  was  of  himself  as  the  CEO  (Chief 
Executive  Officer)  of  the  Department,  the  Deputy  Secretary  as  COO  (Chief  Operating  Officer) 
to  carry  out  the  detail  of  the  CEO's  interpretation  of  the  policies  set  by  the  Chairman  of  the 
Board,  that  is,  the  President  of  the  United  States.  That  meant  there  was  no  latitude  for  the 
Division  Managers  of  the  various  Commerce  agencies  to  set  their  own  policies  and  agendas. 
The  International  Trade  Administration,  Patent  Office,  Census  and  the  National  Bureau  of 
Standards  were  to  work  with  each  other  to  accomplish  international  and  domestic  objectives 
of  the  Administration  and  within  the  budgets  set  by  that  Administration.  It  is  immodest  of  me  to 
say  so;  but  I  feel  strongly  that  Commerce  has  not  operated  as  effectively  before  or  since  to 
deliver  as  high  a  quality  of  service  to  American  business.  Unfortunately,  not  all  policy  and 
program  proposals  of  the  Reagan  Administration  prevailed  in  the  Congress.  To  the  extent 
that  more  effective  management  of  the  policies  and  programs  of  those  days  improved 
efficiency  and  effectiveness  of  the  Department,  it  was  accomplished. 

In  the  wake  of  the  Secretary's  death  in  office,  his  friends  in  the  Reagan  Administration, 
the  Congress  and  among  his  former  colleagues  in  the  American  business  community  felt  that 
an  award  dedicated  to  honoring  businesses  which  had  achieved  high  standards  of  quality 
would  be  a  fitting  way  by  which  to  honor  his  memory.  It  was  believed  that  striving  to  win  the 
award  itself  would  stimulate  private  companies  to  find  their  own  ways  to  improve  the  quality 
of  their  goods  and  services.  As  I  recall  the  preliminary  discussions,  the  purpose  was  to  be  to 
identify  those  businesses  whose  quality  of  product  or  service  was  palpable  and  not  to  set  any 
particular  method  by  which  quality  should  be  achieved  or  maintained.  This  would  seem  to 
differentiate  it  from  the  Deming  Award  which  suggests  a  preference  for  the  process  by  which 
quality  is  to  be  achieved. 

In  the  years  since  the  award  was  begun,  there  has  been  some  criticism  by  entrants  in 
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the  Baldrige  Award  competition  that  the  costs  of  entering  have  been  too  high.  The  "business 
press"  has  said  that  some  companies  of  recognized  quality  have  chosen  not  to  seek  the 
public  recognition  because  of  the  costs  imposed  by  the  entry  requirements.  This  also  raises 
the  question  of  whether  smaller  companies  have  the  resources  to  put  together  entries.  There 
are  also  critics  who  feel  the  recognition  given  the  award  has  never  achieved  the  level  of 
acceptance  of  the  Deming  citations.  Still  others  suggest  that  awards  for  quality  ought  to  be 
designed  within  each  industry  to  be  made  for  that  specific  industry.  They  argue  that  it  is  too 
difficult  to  judge  the  relative  aspects  of  quality  among  the  different  products  or  services  of 
divergent  industries. 

I  leave  these  criticisms  and  arguments  to  the  committee  established  to  design  and 
fund  the  operations  of  the  contest.  They  are  criticisms  worth  considering  and  arguments 
worth  resolving,  however. 

A  more  significant  issue  may  be  a  philosophical  one.  Is  the  Baldrige  Award  to  be  a 
federally  financed  govemment  award;  or  is  it  an  award  for  and  by  the  business  community? 
No  one  can  presume  to  speak  for  Secretary  Baldrige  definitively  on  this  subject.  But  I  should 
like  to  suggest  some  views  and  attitudes  of  my  one-time  boss  which  may  give  some  insights. 

During  the  Reagan  Administration,  every  budget  prepared  by  0MB  for  the  Commerce 
Department  was  under  pressure  to  be  reduced.  The  Department  might  also  be  under  its  own 
pressure  to  reduce  the  costs  of  existing  programs  in  order  to  find  a  source  of  funds  for  new 
projects.  Secretary  Baldrige  did  not  often  resist  such  budget  stringencies  imposed  by  "the 
Chairman  of  the  Board."  Proposals  from  the  Reagan  Administration  for  fees  for  services  were 
supported  by  the  Department  in  several  budget  submissions.  The  fact  that  Congress  did  not 
always  support  the  Reagan  Administration's  budgets,  programs  or  policy  initiatives,  is  not  the 
point. 

The  point  is  that  Mac  Baldrige  supported  the  recommendations  to  hold  down 
spending,  which  leads  me  to  conclude  that  he  would  lack  enthusiasm  for  an  ever  growing 
expenditure  by  the  federal  government  for  administration  of  an  award  to  be  given  in  his 
name— particularly  at  a  time  when  there  is  a  great  effort  being  made  to  balance  the  budget 
and  reduce  the  federal  deficit. 

When  the  Baldrige  Award  was  initiated,  it  was  my  understanding  that  funds  for  its 
development  and  administration  were  to  be  raised  from  the  private  sector.  At  a  time  when 
concern  is  universal  about  growth  of  the  federal  debt  and  heroic  efforts  are  being  considered 
to  reduce  the  annual  deficit  in  the  budget,  I  would  guess  he  and  most  of  us  associated  with 
him  at  Commerce  would  expect  to  hold  the  line  on  any  increase  in  expenditures  by  his  old 
department  for  this  activity  in  his  name. 

The  businesses  which  have  been  recipients  of  the  Baldrige  Award  for  Quality  have 
routinely  promoted  their  selection  as  a  recommendation  for  increased  patronage  by  their 
current  and  potential  customers.  I  should  think  their  selection  might  also  recommend  to  them 
future  substantial  contributions  to  the  private  foundation  presiding  over  and  attempting  to 


116 


support  the  annual  Baldrige  Award.  In  his  private  sector  days  he  was  a  great  raiser  of  private 
funds  for  causes  he  deemed  worthy.  He  would  not  expect  less  of  others  today. 

In  addition,  it  occurs  to  me  that  there  should  be  some  cooperative  effort  from  the  great 
business  schools  in  the  United  States  to  assist  with  the  development  of  the  Baldrige  Quality 
Award.  Would  it  not  be  a  worthy  venture  of  some  of  those  great  schools  to  join  in  analysis  and 
study  of  past  Baldrige  Award  winners  in  an  effort  to  develop  what  practices  and  policies  the 
winners  have  in  common?  The  business  schools  could  then  share,  through  their  stable  of 
professors  who  do  consulting,  this  intelligence  with  other  aspiring  companies  and  future 
managers  of  the  America's  businesses.  This  synergism  can  be  better  accomplished  by  the 
private  sector  than  by  any  government  agency.  There  is  also  an  obligation  on  the  part  of  the 
private  business  and  academic  communities  to  advance  the  cause  of  quality  in  American 
business.  As  that  quality  is  achieved,  both  the  American  business  and  academic 
communities  will  profit  from  it. 

Madam  chair,  the  Malcolm  Baldrige  Quality  Award  is  a  worthy  undertaking.  It  is  an 
appropriate  tribute  to  a  man  of  quality  who  was  a  good  manager  of  private  business  and  of  a 
public  agency.  It  deserves  support  from  the  private  sector.  Its  namesake  would  certainly 
prefer  that  to  the  alternate  choice  of  having  it  financed  from  tax-payers  dollars  and 
administered  by  employees  of  the  federal  government.  While  he  and  I  both  fought  in  our  day 
for  improvements  in  the  facilities  and  operations  of  the  (then)  National  Bureau  of  Standards, 
even  there  we  fought  for  the  accomplishment  of  the  goals  within  budgetary  limitations.  I  also 
feel  he  might  be  concerned  if  the  judgment  on  how  to  achieve  quality  in  a  business  operation 
were  to  be  concentrated  in  the  hands  of  a  government  agency— particularly  if  it  meant  the 
bureaucracy  of  that  agency  was  ever  expanding.  He  might  prefer  not  to  have  his  name 
associated  with  it  if  it  were  to  be  financed  in  such  a  way  as  to  contribute  to  further  expanding 
the  current  federal  debt. 

I  hope  your  committee  has  found  my  testimony  helpful  and  thought  provoking.  Thank 
you. 
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Mrs.  MORELLA.  Thank  you,  Secretary  Brown. 
Ms.  Gaucher,  thank  you  for  being  here. 

STATEMENT  OF  MS.  ELLEN  GAUCHER,  SENIOR  ASSOCL\TE  DI- 
RECTOR, UNIVERSITY  OF  MICHIGAN  HOSPITALS,  ANN 
ARBOR,  MICHIGAN. 

Ms.  Gaucher.  Yes.  Good  afternoon. 

I  am  Ellen  Gaucher,  and  I  am  the  Senior  Associate  Hospital  Di- 
rector at  the  University  of  Michigan  Hospitals,  Ann  Arbor,  and  I 
am  pleased  to  be  able  to  offer  testimony  this  afternoon. 

I  have  been  involved  with  the  National  Malcolm  Department 
Award  process  since  1992.  From  1992  to  1994  I  was  privileged  to 
serve  as  one  of  the  panel — on  the  panel  of  judges  for  the  Award. 

In  1992  I  volunteered  to  help  get  established  the  Baldrige  Health 
Care  Pilot  Process.  I  also  have  served  as  a  judge  for  the  State  of 
Michigan  Quality  Award,  and  finally  I  have  worked  with  the 
Baldrige  criteria  in  my  own  organization  to  stimulate  a  quality  im- 
provement approach. 

We  were  quite  fortunate  last  year  to  be  the  only  health  care 
award  winner  in  the  State  of  Michigan  of  the  1994  Quality  Leader- 
ship Award. 

I  have  had  the  opportunity  as  a  judge  both  at  the  state  and  na- 
tional level  to  see  the  kinds  of  high  performing  organizations  that 
presented  here  this  morning  and  talked  about  what  the  Baldrige 
Award  meant  to  them. 

I  believe  that  from  my  peers  you  heard  a  great  deal  about  the 
effectiveness  of  the  program  in  stimulating  world  class  perform- 
ance. I  think  to  stimulate  that  kind  of  success  in  the  health  care 
industry  today  is  really  critically  important. 

Competitive  health  care  organizations  mean  more  competitive  in- 
dustry. By  the  fact  that  we  are  producing  more  healthy  employees 
there  will  be  more  productive  employees,  it  certainly  will  allow  cor- 
porations to  be  more  successful. 

In  addition,  I  think  that  there  is  a  tremendous  pressure  today  for 
us  to  reduce  costs  and  manage  health  care  organizations  much 
more  effectively. 

I  think  that  health  care  organizations  have  lagged  significantly 
behind  other  industries  and  their  quality  initiatives,  but  we  are  al- 
ready seeing  how  the  Baldrige  Award  has  served  as  a  pilot  to  help 
us  get  started  in  health  care  and  be  more  effective. 

Forty-six  health  care  organizations  prepared  applications  for  the 
health  care  pilot.  That  is  even  though  no  Award  will  be  given. 

This  emphasizes  the  importance  of  health  care  organizations  that 
they  place  on  the  opportunity  to  participate  in  the  Baldrige  process. 
The  process  is  not  about  winning  an  Award  as  we  heard  this  morn- 
ing, it  is  really  about  learning  how  to  improve  operational  and  fi- 
nancial performance,  and  how  to  measure  and  enhance  customer 
satisfaction. 

The  feedback  reports,  as  we  heard  today,  provide  these  organiza- 
tions with  information  that  they  can  use  as  a  part  of  their  strategic 
planning  process.  So  these  tj^jes  of  feedback  reports  will  allow 
these  organizations  to  advance  in  their  quest  for  excellence. 

Many  of  the  organizations  that  applied  to  the  pilot  are  beginning 
to  use  quality  tools  and  techniques  to  radically  improve  clinical 


118 

care.  I  cannot  stress  enough  how  important  this  is,  because  in  the 
past  health  care  organizations  only  used  the  tools  and  techniques 
of  quality  to  address  the  business  and  administrative  processes 
within  their  organizations. 

We  can  only  advance  reducing  the  cost  and  improving  quality 
when  we  attack  the  real,  central  core  of  our  business  which  is  the 
health  care  processes  themselves. 

The  pilot  organizations  and  the  increasing  number  of  industrial 
role  models  can  serve  as  mentors  as  health  care  organizations 
strive  to  improve  their  techniques. 

One  of  the  questions  we  addressed  today  was  why  cannot  the  ap- 
plicants fully  support  the  program  through  fees.  I  think  that  we 
heard  that  3  percent  of  the  funding  for  the  Baldrige  Award  is  pro- 
vided by  the  Federal  Government. 

For  every  dollar  that  management  spends,  $35  are  contributed 
by  donors,  volunteers  and  fees. 

The  fees  for  the  applicants  who  were  site-visited  in  1994  was 
about  $13,000.  In  addition  to  pa3dng  fees  for  eligibility  determina- 
tion and  application,  the  participants  bore  the  full  site  cost  of  vis- 
its. 

The  applicants  also  share  information  about  their  successful 
practices  with  many  other  organizations,  and  it  is  through  these 
sharing  kinds  of  opportunities  that  I  think  our  health  care  organi- 
zations can  benefit  significantly. 

The  Baldrige  Award  has  led  to  the  development  of  40  national 
awards  around  the  world.  Through  building  on  the  knowledge  that 
has  been  gained  since  the  implementation  of  the  Baldrige  Award, 
we  can  further  enhance  American  competitiveness. 

World-class  quality  is  not  an  option;  it  is  a  necessity.  Within 
health  care  as  we  look  at  the  proposed  cuts  that  you  are  consider- 
ing now  for  Medicare  and  Medicaid,  the  concept  of  having  organiza- 
tions that  have  significant  management  strategies  to  work  fi-om  I 
think  is  truly  important  and  impressive. 

The  Baldrige  Award  should  be  supported  not  solely  as  an  Award 
program  but  as  a  domestic  and  international  economic  development 
mechanism. 

I  think  it  is  critically  important  for  health  care  to  see  this  kind 
of  role  modeling  to  use  the  tools  and  techniques  that  have  led  to 
world  class  industrial  models,  and  to  help  us  develop  the  same  op- 
portunities within  health  care. 

Thank  you. 

[The  prepared  statement  of  Ms.  Gaucher  follows:] 
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Good  morning.  My  name  is  Ellen  Gaucher,  I  am  a  senior  associate  director  at  the 
University  of  Michigan  Hospitals  in  Ann  Arbor,  Michigan.  I  am  pleased  to  offer  testimony 
to  assist  you  in  reviewing  the  effectiveness  of  the  Malcolm  Baldrige  National  Quality 
Award. 

Since  1992, 1  have  been  involved  with  the  award  process  from  a  variety  of  perspectives.  I 
was  privileged  to  serve  on  the  panel  of  judges  for  the  Baldrige  Award  from  1992-1994.  In 
1992, 1  volunteered  to  participate  in  the  design  of  the  Baldrige  Healthcare  Pilot.  For  the 
past  year  I  have  served  as  a  judge  for  the  State  of  Michigan  Quality  Leadership  Award. 
Finally,  I  have  used  the  Baldrige  Criteria  to  help  improve  my  own  organization.  I  am 
proud  to  report  that  the  University  of  Michigan  Hospitals  was  one  of  two  award  winners, 
and  the  only  health  care  wiimer,  of  the  state's  1994  Quality  Leadership  Award. 

As  a  judge,  I  have  been  exposed  to  many  high  performing  organizations  that  used  the 
Baldrige  Criteria  to  achieve  remarkable  improvements  in  productivity,  cost  reduction, 
product  and  service  quality,  market  performance  and  competitiveness.  The  Baldrige 
Criteria  provide  a  proven  road  map  for  organizational  excellence  that  is  applicable  in  any 
industry.  The  Award  process  has  more  than  achieved  the  original  goals  called  for  at  the  of 
approval  of  Public  Law  100-107. 

•  to  promote  awareness  of  the  importance  of  quality  improvement  to  the  national 
economy; 

•  to  recognize  organizations  which  have  made  substantial  improvements  in 
products,  services,  and  overall  competitive  performance;  and 

•  to  foster  sharing  of  best  practices  information  among  U.S.  organizations. 

The  Baldrige  Award  is  a  superb  model  of  private-public  partnership  and  Federal-state 
partnership.  The  funding  supplied  by  Congress  is  supplemented  by  a  private  foundation, 
applicant  fees,  the  American  Society  for  Quality  Control,  and  remarkably  more  than  1,000 
volunteers.  The  Malcolm  Baldrige  Foundation  has  raised  over  $10  million  dollars  since 
1987  and  makes  an  annual  contribution  of  more  than  $600,000  to  the  program.  These 
same  companies  donate  the  services  of  top  executives  and  other  employees  to  assist  with 
the  award  process.  Dedicated  volunteers  offer  their  time  and  energy  to  evaluate  applicants, 
participate  in  the  award  process,  and  share  best  practices  across  the  United  States.  To  date, 
over  100,000  people  have  been  trained  to  use  the  Baldrige  Criteria  and  case  studies. 

The  Baldrige  Award  has  stimulated  the  growth  of  the  quality  movement  in  the  United 
States  and  abroad.  Today  35  states  have  Baldrige  based  awards  and  more  than  60  major 
quality  networks  exist.  The  state  efforts  and  quality  networks  assist  in  facilitating  the 
transfer  of  best  practices  across  all  types  of  organizations. 
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You  have  heard  from  my  peers  about  the  effectiveness  of  the  Baldrige  in  stimulating  world 
class  performance  in  the  private  sector.  Stimulating  similar  success  in  healthcare  will 
result  in  more  cost  effective  and  higher  quality  healthcare  throughout  the  nation. 
Competitive  healthcare  organizations  will  help  American  industry  compete  more  effectively 
through  healthier  and  more  productive  employees.  In  addition,  the  public  and  private 
sectors  will  benefit  through  reduced  healthcare  costs  and  an  improved  healthcare  system  for 
all  Americans. 

Although  healthcare  organizations  lag  behind  other  industries  in  their  quality  initiatives,  we 
are  already  seeing  the  impact  of  the  Baldrige  Pilot  in  healthcare.  46  healthcare 
organizations  prepared  applications  for  the  pilot,  even  though  no  award  will  be  given.  This 
emphasizes  the  importance  that  healthcare  organizations  place  on  the  opportunity  to 
participate  in  the  Baldrige  process.  The  process  isn't  about  winning  an  award,  it's  about 
learning  how  to  improve  operational  and  financial  performance,  and  how  to  measure  and 
enhance  customer  satisfaction.  The  feedback  reports,  provided  to  these  organizations  as  a 
part  of  the  process,  will  assist  in  the  development  of  strategic  plans  that  will  continue  to 
advance  these  organizations  in  their  quest  for  excellence.  Many  of  the  organizations  that 
applied  for  the  pilot  are  beginning  to  use  quality  tools  to  radically  improve  clinical  care. 
Whereas  in  the  past,  quality  tools  were  applied  only  to  administrative  and  business 
processes.  With  the  projected  changes  in  Medicare  and  Medicaid  funding  healthcare 
organizations  need  to  understand  how  to  improve  their  organizations  with  proven 
approaches.  The  pilot  organizations  and  increasing  numbers  of  industrial  leaders  can  serve 
as  role  models  and  mentors.  The  return  on  investment  to  Americans  in  the  form  of 
improved  healthcare  could  be  enormous. 

On  a  more  personal  level,  I  teach  a  Baldrige  Assessment  Course  for  healthcare 
professionals  across  the  country.  I  have  been  surprised  by  the  number  of  healthcare 
organizations  that  are  using  the  criteria  for  organizational  self-assessment  and  strategic 
planning.  While  self-assessment  is  critically  important,  the  actual  application  process  gives 
organizations  a  basis  for  comparison.  Expertly  trained  external  examiners  verify  and 
validate  the  strength  of  the  organization's  improvement  efforts.  Detailed  feedback  reports 
identify  specific  areas  for  improvement  for  each  applicant.  Applicants  can  then  use  this 
information  to  focus  their  efforts  on  the  vital  areas  to  improve  performance.  The  process 
helps  leaders  understand  the  relationship  between  quality  improvement,  customer 
satisfaction,  and  cost  reduction. 

One  of  the  questions  I've  heard  raised  is,  why  can't  applicants  fully  support  the  program 
through  fees?  Today  three  percent  of  the  funding  for  the  Baldrige  Award  is  provided  by 
the  Federal  Government.  For  every  dollar  spent  by  the  National  Institute  of  Standards  and 
Technology  ,  thirty  five  dollars  are  contributed  by  donors,  volunteers,  and  fees.  The  fees 
for  applicants  who  were  site  visited  in  1994  were  about  $13,000.  In  addition  to  paying 
fees  for  eligibiUty  determination,  application,  and  site  visit  costs,  the  applicants  must  also 
share  information  about  their  successful  practices  with  other  organizations.  Winning 
companies  bear  100%  of  these  costs.  Non-winning  companies  also  share  lessons  they 
have  learned  in  their  journey  towards  world  class  performance.  These  multiple  efforts  help 
foster  the  sharing  of  successful  quality  practices  across  industries  and  the  nation.  Any 
change  of  the  application  costs  should  be  studied  to  assure  the  purpose  of  the  Law  is 
maintained  and  the  fees  are  commensurate  with  benefits. 

The  Baldrige  Award  has  led  to  enhanced  productivity,  improved  operational  and  financial 
performance  and  higher  levels  of  customer  satisfaction  in  the  United  States.  It  is  also 
recognized  as  a  standard  for  other  quality  programs  internationally.  The  Baldrige  Award 
has  led  to  the  development  of  more  than  40  National  Quality  Awards  around  the  world. 
Through  building  on  knowledge  gained  since  the  implementation  of  the  Baldrige  Award, 
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we  can  further  enhance  American  competitiveness.  World  Class  quality  is  not  an  option,  it 
is  a  necessity.  The  Baldrige  Award  should  be  supported  not  solely  as  an  award  program, 
but  as  a  domestic  and  international  economic  development  mechanism. 

Thank  you  for  the  opportunity  to  present  my  views. 
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Mrs.  MORELLA.  Thank  you,  Ms.  Gaucher. 
Mr.  Evans? 

STATEMENT  OF  MR.  JOHN  P.  EVANS,  PROFESSOR,  UNIVERSITY 
OF  NORTH  CAROLINA  AT  CHAPEL  HILL,  CHAPEL  HILL,  N.C. 

Professor  Evans.  Thank  you. 

My  name  is  Jack  Evans.  I  am  a  Professor  of  Business  Adminis- 
tration and  former  Dean  of  the  Keenan  Flagler  Business  School  at 
the  University  of  North  Carolina  at  Chapel  Hill,  where  I  have  been 
on  the  faculty  for  nearly  26  years. 

I  appreciate  the  opportunity  to  appear  before  you  today. 

Several  of  my  professional  activities  provide  context  for  this 
statement.  I  have  served  as  an  examiner,  senior  examiner,  and  am 
now  in  my  second  year  on  the  panel  of  judges  for  the  Malcolm 
Baldrige  National  Quality  Award. 

I  have  served  as  a  judge  for  the  North  Carolina  Quality  Leader- 
ship Award.  I  have  also  been  a  contributor  to  and  participant  in 
the  Baldrige  Education  Pilot. 

In  my  University  activities  at  UNC,  I  provide  courses  and  do  re- 
search on  quality  principles  and  practices.  In  addition,  I  have  had 
experience  in  educational  accreditation  and  efforts  to  introduce  the 
principles  of  quality  assessment  and  improvement  into  institu- 
tionalized and  specialized  accreditation. 

As  an  addendum,  I  am  pleased  to  be  able  to  say  as  a  result  of 
that  accreditation  activity  that  business  schools  are  now  actively 
teaching  production  in  their  curricula. 

The  Malcolm  Baldrige  National  Quality  Award  is  a  broad  frame- 
work for  evaluation  that  has  now  been  extensively  validated  and 
refined  through  nearly  eight  years  of  testing  in  leader  corporations 
within  the  United  States. 

As  we  have  heard,  it  has  been  widely  emulated  in  other  coun- 
tries. The  Baldrige  health  care  and  education  pilots  extend  these 
applications  with  the  United  States. 

I  have  several  comments  about  how  the  Award  serves  as  a  re- 
source for  improvement  of  education  in  the  United  States.  I  will 
simply  identify  three  other  themes  that  I  think  are  important 
about  the  award. 

The  Baldrige  Award  is  a  resource  for  improvement  of  education 
in  several  specific  ways. 

First,  the  criteria  for  the  national  Award  provide  curriculum  con- 
tent for  instruction  in  the  universities,  colleges,  and  community  col- 
leges that  cover  quality  in  their  curricula. 

Through  the  Baldrige  Education  Pilot,  the  original  Baldrige  cri- 
teria have  been  adapted  to  address  important  ways  in  which  edu- 
cational organizations  differ  from  for-profit  manufacturing  or  serv- 
ice organizations  but  still  can  apply  these  principles. 

The  Baldrige  Education  Pilot  has  provided  an  opportunity  for  as- 
sessment and  feedback  to  participants  based  on  a  common  frame- 
work for  evaluation  and  use  of  a  common  evaluation  process,  all  de- 
signed to  drive  improvement. 

The  comprehensive  framework  of  the  Baldrige  Education  Pilot 
provides  a  stimulus  to  needed  refinement  in  accreditation  processes 
that  are  used  throughout  education. 
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The  Baldrige  Education  also  will  enhance  the  value  added  by 
various  groups  of  educational  organizations  that  are  now  forming 
in  order  to  share  good  practices  and  speed  improvement. 

Research  on  quality  principles  and  practices  now  underway  will 
be  further  stimulated  by  the  existence  of  Baldrige-based  evaluation 
of  education. 

Finally,  the  Baldrige  award  and  now  Baldrige  Education  Pilot 
are  creating  a  growing  number  of  academic  people  who  have  been 
thoroughly  prepared  on  the  scope,  meaning,  and  application  of  the 
criteria. 

The  Baldrige  Award  and  a  potential  Baldrige  education  pilot 
would  be  uniquely  able  to  provide  a  coordinating  and  energizing 
focus  to  all  of  these  activities. 

The  other  three  themes  that  I  will  simply  identify  are.  The 
Baldrige  Award  is  already  a  vital  public-private  partnership;  it 
serves  as  a  stimulus  to  cooperation,  sharing  and  transfer  of  learn- 
ing that  can  be  expanded  to  education;  and  it  serves  as  a  brain 
driving  and  supporting  an  expanding  network  of  quality  improve- 
ment activities. 

This  Baldrige  Award  brain  is,  in  my  judgment,  nothing  less  than 
a  critical  national  resource.  The  Baldrige  Award  and  the  structure 
associated  with  it  have  clearly  been  important  factors  in  the  in- 
creased satisfaction  and  value  that  U.S.  customers  have  realized  in 
recent  years. 

This  is  reflected  in  the  improved  competitiveness  of  U.S.  corpora- 
tions. I  feel  that  elimination  of  the  award  would  endanger  or  at 
least  significantly  alter  each  of  the  other  elements  of  that  network. 

To  attempt  the  same  thing  through  purely  private  mechanisms, 
or  for  that  matter  with  only  a  token  director  in  a  quality  award  of- 
fice, would  lose  the  leadership  stamp  of  the  Presidency,  the  explicit 
and  implicit  support  of  Congress,  and  the  associated  national  pres- 
tige that  goes  with  the  momentum  that  is  now  behind  this  effort. 

Creating  national  health  care  and  education  awards  for  quality 
would  contribute  substantially  to  the  extension  and  momentum  of 
quality  improvement  in  these  vital  areas. 

Thank  you  for  the  opportunity  to  present  these  thoughts.  I  would 
be  glad  to  respond  to  any  questions. 

[The  prepared  statement  of  Mr.  Evans  follows:] 
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Statement  for  the  Technology  Subcommittee  of  the  Science  Committee 

U.S.  House  of  Representatives 

Hearings:  Review  of  the  Malcolm  Baidrige  National  Qualit>'  Award 

October  18,  1995 

I.  Introduction 

♦  Personal  Identification 

John  P.  Evans 

Professor  of  Business  Administration  and  former  Dean 

Kenan-Flagler  School  of  Business 

The  University  of  North  Carolina  at  Chapel  Hill 

♦  Personal  activities  related  to  Quality  and  the  Malcolm  Baidrige  National  Quality  Award 

(MBNQA) 

Examiner,  Senior  Examiner,  and  now  Judge  {second  year),  over  total  of  seven  years 

Contributor  to  and  participant  in  the  Baidrige  Education  Pilot 

Judge  for  North  Carolina  Quality  Leadership  Award 

Member  of  Advisory  Council  to  the  Total  Quality  Leadership  Steering  Committee  (a 

collaboration  among  businesses  and  universities);  my  involvement  includes  work  toward 

implementation  of  Quality  practices  in  universities 
Personally  involved  in  a  research  project  sponsored  by  the  National  Science  Foundation 

Transformations  to  Quality  Organizations  Program  (which  is  itself  a  collaboration 

between  government  and  businesses  sponsoring  research  on  Quality  practices) 
Professor,  teaching  courses  on  Quality  principles  and  practices 
Experience  in  accreditation  and  efforts  to  incorporate  the  assessment  elements  of  Quality  in 

approaches  to  institutional  and  specialized  accreditation 

II.  General  Statement 

Measurement,  evaluation,  and  assessment  are  fundamental  to  systematic  improvement  through 
Total  Quality  and  other  activities  that  seek  systematic  improvement  in  the  value  provided  to 
customers  and  other  stakeholders  of  organizations.  The  Malcolm  Baidrige  National  Quality 
Award  provides  a  broad  framework  for  evaluation  that  has  now  been  extensively  validated  and 
refined  through  nearly  eight  years  of  testing  in  leading  corporations  within  the  United  States.  It 
has  been  widely  emulated  in  other  countries.  The  Baidrige  Healthcare  and  Education  Pilots 
extend  the  applications  within  the  United  States. 
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III.  Major  Themes  about  the  MBNQA  to  be  developed 

♦  MBNQA  as  a  resource  for  improvement  of  education 

♦  MBNQA  as  a  public-private  partnership 

♦  MBNQA  as  stimulus  to  cooperation,  sharing,  and  transfer  of  learning 

♦  MBNQA  as  the  "brain"  driving  and  supporting  an  expanding  national  network  of  Quality 

improvement  activities 

IV.  Amplifying  Each  Theme 

♦  The  MBNQA  is  a  resource  for  improvement  of  education  in  the  following  ways: 

Criteria  for  the  national  award  provide  curriculum  content  for  teaching  throughout 

universities,  colleges,  and  community  colleges  that  include  Quality  in  their 

curricula 
Criteria  for  the  Baldrige  Education  Pilot  constitute  an  important  adaptation  of  the  original 

Baldrige  criteria  to  recognize  important  ways  in  which  educational  organizations 

differ  from  for-profit  manufacturing  or  service  organizations 
Baldrige  Education  Pilot  has  provided  an  opportunity  for  assessment  and  feedback  to 

participants  based  on  a  common  framework  of  evaluation  and  a  common  process 
Comprehensive  framework  of  the  Baldrige  Education  Pilot  provides  a  stimulus  to  needed 

refinement  in  accreditation  processes  that  are  used  to  evaluate  both  entire 

institutions  and  specialized  schools  or  colleges  within  institutions 
Baldrige  Education  Pilot  will  enhance  the  value  added  by  various  groups  that  are  forming 

by  providing  a  framework  for  sharing  of  good  practices 
Research  on  quality  principles  and  practices  is  beginning  to  occur  and  will  be  further 

stimulated  by  the  existence  of  a  Baldrige  Education  section 
Original  Baldrige  Award  and  now  the  Education  Pilot  are  contributing  to  the  formation  of 

a  growing  number  of  academic  people  who  have  been  thoroughly  prepared  on  the 

scope  and  meaning  of  the  criteria 
The  Baldrige  Award  and  a  Baldrige  Education  Award  would  be  uniquely  able  to 

provide  a  coordinating  and  energizing  sense  of  direction  to  all  of  these 

activities. 

♦  The  MBNQA  as  a  public-private  partnership  supports  the  following  collaboration: 

Prestige  of  the  Office  of  the  President  of  the  United  States  through  presentation  of  the 

Award  in  an  annual,  national  ceremony 
Leadership,  administration,  and  conceptual  shaping  through  the  Quality  Award  Office 

within  the  National  Institute  of  Standards  and  Technology  of  the  U.S.  Department 

of  Commerce 
Volunteers  fi-om  the  private  sector  who  serve  as  Examiners  and  Judges,  conducting  the 

evaluations,  leading  the  training  of  Examiners,  and  contributing  learnings  to 

refinement  of  the  criteria 
Award  framework  provides  the  conceptual  framework  for  a  research  program  that  is  itself 
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a  public-private  partnership 
Coordination  of  all  of  these  activities  through  the  Quality  Award  Office 

The  MBNQA  as  a  stimulus  to  cooperation,  sharing,  and  transfer  of  learning  creates  the 
following  benefits: 

Each  Award  winner  is  obligated  to  share  key  approaches  in  there  overall  Qualit\'  effort 
Refinements  of  the  Baldrige  criteria  are  quickly  incorporated  in  other  awards  that  are 

based  on  the  MBNQA 
Baldrige  Healthcare  and  Education  Pilots  extend  the  conceptual  approach  of  the  Baldrige 

Award  to  new  areas  of  application  that  are  vital  in  our  economy  and  society 
Quality  Award  Office  serves  the  key  coordinating  role  in  these  activities 

♦  The  MBNQA  as  the  "Brains"  of  an  expanding  "Quality  network" 

National  Award,  created  by  an  act  of  the  U.S.  Congress,  administered  and  systematically 
improved  by  a  government  office,  and  implemented  through  hundreds  of 
volunteers  over  its  brief  history  provides  a  uniquely  prestigious  national  stimulus 
for  Quality  improvement  and  competitiveness 

V.  Conclusion 

Participating  in  each  of  the  activities  listed  below  has  been  a  personal  privilege  and  an  important 
opportunity  for  professional  growth 

Malcolm  Baldrige  National  Quality  Award 

North  Carolina  Quality  Leadership  Award 

Assessments  within  individual  corporations 

Sharing  conferences  on  Quality  approaches 

Research  on  aspects  of  Quality  improvement 

Application  of  the  Baldrige  Criteria  in  educational  institutions 

Teaching  Quality  principles  and  practices 

The  MBNQA  "brain"  of  this  Quality  network  is,  in  my  judgment,  nothing  less  than  a 
critical  national  resource. 

The  Baldrige  Award  and  the  structure  associated  with  it  have  clearly  been  an  important  factor  in 
the  increased  satisfaction  and  value  that  U.S.  customers  have  realized  in  recent  years.  This,  in 
turn,  has  contributed  to  improved  competitiveness  of  U.S.  corporations.  Elimination  of  the 
Award  would  endanger  or  at  least  alter  significantly  each  of  the  other  elements  of  the  network. 
To  attempt  the  same  thing  through  purely  private  mechanisms  would  remove  the  vital  leadership 
stamp  of  the  Presidency,  the  explicit  and  implicit  support  of  Congress,  and  the  associated 
national  prestige.  Sustaining  and  enhancing  the  current  structure  to  permit  creation  of  national 
healthcare  and  education  awards  for  Quality  would  contribute  substantially  to  the  extension  and 
momentum  of  Quality  improvement  in  these  vital  areas. 
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Mrs.  MORELLA.  I  want  to  thank  you  very  much,  and  Members  of 
the  second  panel.  I  am  really  sorry  that  we  got  off  to  a  late  start 
this  morning  because  I  know  there  are  many  questions  we  would 
like  to  ask  you.  But,  because  we  are  going  off  for  another  vote,  and 
then  there  may  be  one  following  that,  and  we  have  other  meetings, 
too,  I  am  going  to  submit  questions  for  the  record  to  you. 

Mr.  Reimann,  one  of  the  questions  I  would  like  to  ask  you,  and 
you  may  want  to  insert  it  in  the  record,  is  to  give  us  sort  of  a  de- 
scription of  what  your  personnel  do  so  that  we  have  it  on  the 
record,  so  that  people  will  know  that  they  are  not  out  as  dilettantes 
and  are  actively  involved  in  the  whole  process. 

Mr.  Reimann.  Yes.  Actually,  there  is  a  fair  bit  of  detail  in  the 
written  submission.  If  that  in  any  way  is  insufficient,  we  will  cer- 
tainly augment  that  right  away.  But  we  tried  to  address  the  types 
of  activities  and  the  changes  that  occurred  from  the  earliest  times 
in  both  quantitative  and  qualitative  terms.  In  other  words,  what  is 
different,  and  how  much  difference,  and  why. 

Mrs.  MoRELLA.  We  will  make  sure  that  all  Members  of  the  Com- 
mittee do  see  that. 

I  want  to  turn  it  over  to  Mr.  Tanner,  who  I  think  might  like  to 
pose  a  question  for  the  record.  Did  you  want  to  make  a  comment 
on  it? 

Mr.  Tanner.  Thank  you,  Madam  Chair. 

I  just  wanted  to,  and  I  will  ask  these  to  be  submitted  for  the 
record.  We  are  here  to  try  to  help.  What  you  described,  Ms. 
Gaucher,  was  I  thought  significant.  My  question  I  will  ask  for  the 
record  is: 

Do  you  think  this  program  could  be  sustained  by  solely  private 
means? 

Secondly,  what  recommendations  do  you  have,  if  any,  about  how 
to  make  it  work  better? 

What  you  all  have  described  is  hardly  the  bloated  bureaucracy 
that  this  has  been  characterized  as  this  morning,  I  am  told,  and 
I  want  to  try  to  help  and  be  constructive  in  this  process. 

Thank  you. 

Mrs.  Morella.  Again  I  want  to  thank  all  of  you,  and  know  that 
even  if  there  are  questions  not  submitted  specifically  for  you,  that 
you  should  feel  free  if  there  is  anything  on  the  basis  of  this  sub- 
committee hearing  that  you  want  to  add. 

Thank  you  all,  very,  very  much.  The  meeting  is  now  adjourned. 

[Whereupon,  at  2:05  p.m.,  the  hearing  was  adjourned.] 

[The  following  material  was  received  for  the  record:] 
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Submitted  Testimony  of  Secretary  C.  William  Verity 

Malcolm  Baldrige  Hearing 

October  18,  1995 


Thank  you  for  the  invitation  to  submit  testimony  for  your  hearing  on  "The 
Malcolm  Baldrige  National  Quality  Awards  Program".    I  am  sorry  that  I  am  unable 
to  testify  in  person. 

One  of  the  significant  success  stories  of  the  Reagan  Administration  was  the 
development  of  a  partnership  between  the  private  sector  and  the  Government  to 
establish  the  Malcolm  Baldrige  National  Quality  Award  established  by  Congress  in 
August  1987.    It  was  priority  number  one  during  my  tenure  as  Secretary. 

Congress  has  realized  the  need  for  a  renewed  emphasis  on  quality  in  an 
ever-expanding  and  more  demanding  competitive  world  market.    The  Reagan 
Administration  had  recognized  the  same  need  and  asked  the  Department  of 
Commerce  to  take  the  lead  in  bringing  the  Award  program  to  life. 

To  do  so  we  formed  a  partnership  between  government  and  the  private 
sector.    A  private  Foundation  was  formed  to  solicit  contributions  from  the  private 
sector.    Over  1 1  million  dollars  was  raised  in  less  than  a  month  by  co-chairs  John 
Hudiburg  of  Florida  Power  and  Light  and  Sandy  McDonald  of  McDonald  Air  Craft 
Co. 

We  wanted  to  raise  sufficient  money  to  endow  the  program  so  that  its 
continuance  would  not  be  jeopardized  by  changes  in  administration.    It  has 
achieved  more  than  1  could  have  ever  hoped  for.    It  is  recognized  as  the  standard 
for  excellence  in  quality  and  quality  management.    American  industry  has  accepted 
the  Baldrige  Award  standards  as  the  goal  for  quality  excellence.    It  has  already 
made  a  tremendous  difference  in  American  Competitiveness,  and  will  continue  to 
do  so. 

I  have  followed  the  program  carefully  since  1  left  Washington.    1  attend  the 
awards  ceremony  every  year  that !  can.    It  has  been  administered  very  well  by  Curt 
Reimann  at  NIST  and  the  literally  hundred  of  volunteers  who  donate  their  time  and 
experience  in  keeping  the  Baldrige  Award  the  standard  for  quality  throughout  the 
world. 

The  current  Administration  has  been  most  supportive,  led  by  President 
Clinton  who  has  been  a  champion  for  highest  quality,  first  as  Governor  of 
Arkansas,  and  now  as  President. 

All  of  America,  private-sector  and  government,  can  be  proud  of  this  award- 
for  what  it  has  already  accomplished-  and  what  it  can  do  in  the  future. 
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The  Malcolm  Baldrige  National  Quality  Award  is  an  outstanding  example  of  private 
sector  and  government  cooperation.  Initially  aimed  at  providing  recognition, 
subsequently  it  has  come  to  play  a  major  role  in  restoring  America's  competitive  position. 
This  highly  leveraged  partnership  takes  great  advantage  of  volunteer  participation  at  all 
levels,  private  sector  dollars,  and  public  sector  oversight.  The  award  has  clearly  defined 
what  the  American  quality  profile  should  look  like. 

ASQC,  the  nation's  leading  quality  improvement  organization,  has  a  unique  siew  of  both 
the  strategic  quality  planning  and  the  day-to-day  operations  of  quality  improvement  efforts 
in  America's  diverse  organizations—and  thus  a  unique  view  of  the  organizational  impact  of 
the  Baldrige  Award. 

We  welcome  this  opportunity  to  comment  on  the  administration  and  impact  of  tlic 
Malcolm  Baldrige  Award  program.  We  believe  this  can  best  be  done  by  examining  the 
rationale  for  a  national  quality  award  and  the  rationale  for  government  involvomo.nl  in  ,9uch 
an  award  program. 


Why  Baldrige? 

•  The  Malcolm  Baldrige  National  Quality  Award  has  provided  the  basis  for 
organizational  self-assessment,  an  activity  that  has  grown  from  the  use  of  Baldrige  as 
a  device  for  improving  the  organization  as  opposed  to  a  device  for  winning  an  award 
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Observers  of  the  business  scene  suggest  that  self-assessment  will  go  down  in  U.S. 
business  history  as  one  of  the  great  innovations  of  this  age,  and  one  that  has  had  direct 
impact  on  the  emerging  competitive  strength  of  U.S.  firms.  It  is  alleged  that  Japan  is 
now  trying  to  stimulate  a  similar  effort  in  its  arena. 

The  impact  of  the  Baldrige  Award  on  American  business  has  been  eloquently  summarized 
by  David  A.  Garvin,  a  highly  respected  professor  at  the  Harvard  Business  School.  Writing 
in  the  Harvard  Business  Review  (November-December  1 99 1 ),  he  stated: 


"In  just  four  years,  the  Malcolm  Baldrige  National  Quality  Award  has  become  the 
most  important  catalyst  for  transforming  American  business.  More  than  any  other 
initiative,  public  or  private,  it  has  reshaped  managers'  thinking  and  behavior.  The 
Baldrige  Award  not  only  codifies  the  principles  of  quality  management  in  clear  and 
accessible  language.  It  also  goes  further:  it  provides  companies  with  a 
comprehensive  framework  for  assessing  their  progress  toward  the  new  paradigm 
of  management. ..." 


•  The  continuously  improving  Baldrige  criteria  provide  the  platform  for  developing, 
discussing  and  using  new  approaches  in  ways  that  reach  into  the  very  heart  of  U.S. 
industry.   This  improvement,  unlike  those  improvements  that  emerge  from  academic 
research,  are  examined,  discussed  and  debated  by  the  very  people  that  have  to  make 
the  concepts  work.   There  is  no  other  platform  as  visible  or  as  easily  accessed  as  the 
Baldrige  improvement  effort. 

The  extent  of  Baldrige's  reach  into  American  organizations  has  been  documented  in  a 
study  published  in  May  1995  in  Quality  Progress  magazine.  The  editors  conducted  a 
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survey  of  people  who  had  either  requested  a  single  copy  of  the  award  criteria  or  who  had 
purchased  bulk  copies  between  1992  and  1995.  (A  total  of  well  over  a  million  copies  have 
been  distributed.)  A  random  selection  of  3,000  people  woridwide  were  sent  surveys,  with 
840  responding. 

Nearly  40  percent  of  respondents  said  they  use  the  Baldrige  criteria  at  least  once  per 
month.  The  survey  confirmed  that  the  criteria  are  mainly  being  used  to  get  information  on 
how  to  achieve  business  excellence;  more  than  seven  out  often  respondents  said  this  was 
their  primary  usage.  Nearly  half  (48.8  percent)  said  they  use  the  criteria  to  improve 
existing  processes  throughout  their  organizations. 

The  majority  of  survey  respondents  who  used  the  criteria  reported  that  the  criteria  met  or 
exceeded  their  expectations.  Furthermore,  the  survey  confirmed  that  the  Baldrige  Award 
criteria  are  used  by  a  wide  variety  of  individuals  across  the  full  spectrum  of  organizational 
types  and  sectors  of  the  economy. 

When  the  National  Science  Foundation  recently  launched  a  major  three-year  quality 
research  study  (the  Transformations  to  Quality  Organizations  project),  it  selected  the 
Baldrige  Award  core  values  as  the  basis  for  the  research  domain.  NSF  determined  these 
provided  the  best  set  of  common  guidelines  around  which  to  organize  and  evaluate  the 
studies  that  would  bring  together  researchers  from  a  wide  range  of  universities,  academic 
disciplines,  and  corporate  organizational  settings.  The  NSF  action  acknowledges  what 
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many  credible  sources  have  been  saying:  Baldrige  core  values  provide  the  basis  for 
achieving  competitive  advantage. 

•  The  Baldrige  approach  has  provided  a  very  effective  bridge  for  moving  the  lessons 
and  insights  from  U.S.  industry  to  the  health,  education  and  government  sectors.   The 
criteria  provided  the  basis  for  trial  and  examination  in  these  new  areas,  and  hence, 
have  speeded  the  required  improvements  as  a  result 

The  stated  purpose  of  the  Baldrige  pilot  programs  in  health  care  and  education  is  to 
improve  performance  and  reduce  costs  through  a  nonregulatory,  cooperative  program 
built  mainly  around  private  resources  and  volunteers.  The  feasibility  of  this  approach  has 
been  demonstrated  during  the  eight  years  in  which  the  Baldrige  business  award  program 
has  been  operating.  For  the  past  two  years,  NIST  has  been  working  closely  with  the 
health  care  and  education  communities.  The  potential  expansion  into  new  categories, 
authorized  under  Public  Law  100-107,  has  received  a  great  deal  of  positive  attention  in  the 
heahh  care  and  education  communities. 

Indeed,  an  increasing  number  of  health  and  education  organizations  are  using  the  Baldrige 
criteria  for  self-assessment  and  strategic  planning.  This  year,  pilot  criteria  specific  to 
health  care  and  education  have  been  released,  evaluators  have  been  trained  for  each  sector, 
and  pilot  applications  have  been  submitted  for  review. 
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The  management  of  the  Baldrigc  Award  processes  within  NIST,  including  the  pilot 
programs,  is  carried  out  under  the  very  same  principles  espoused  by  the  award  criteria. 
Process  improvement  cycles  have  been  identified  and  implemented  for  each  aspect  of  the 
program.  There  is  a  heavy  emphasis  on  teamwork  within  the  award  office  and  with 
private  sector  partners. 

Rigorous  processes  have  guided  the  development  of  award  criteria,  formation  of  pilot 
evaluation  teams,  development  of  case  studies  for  education  and  health  care,  and 
networking  vnth  educators  and  health  care  providers  across  the  country.  Initial 
investigations  confirmed  the  demand  for  education  and  guidance  in  these  two  sectors  and 
also  the  need  for  sector-specific  criteria.  Applicants  have  found  the  criteria  to  be  very 
helpfiil-the  single  most  usefiil  tool  they  have.  Feedback  indicates  the  criteria  have  made 
their  improvement  efforts  more  systematic.  A  primary,  long-term  consequence  is  expected 
to  be  the  ripple  effect  ft-om  the  Gaining  of  evaluators.  who  are  taking  their  knowledge  of 
the  criteria  and  the  Baldrige  improvement  process  back  to  their  local  institutions. 

Response  to  the  pilot  programs  has  greatly  exceeded  expectations.  Thousands  of  copies 
of  the  criteria  have  been  requested,  and  65  organizations  have  submitted  applications— 46 
in  health  care  and  19  in  education.  The  number  of  applications  under  the  health  care  and 
education  pilots  is  comparable  to  the  number  annually  received  for  the  original  Baldrige 
Award  for  business. 
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Following  review  by  a  pilot  evaluation  team  and  a  consensus  review  stage,  two  health  care 
and  three  education  institutions  advanced  to  the  site  review  stage.  This  week,  as  the 
Subcommittee  on  Technology  meets,  the  first  site  visits  are  taking  place. 

In  addition,  ASQC  has  just  learned  that  last  week  the  Swedish  Institute  for  Quality 
awarded  its  first  ever  quality  award  to  a  school,  using  criteria  based  on  Baldrige.  This  is 
one  more  example  showing  that  the  Baldrige  is  being  recognized  and  is  making  an  impact 
on  institutions  not  only  in  the  United  States  but  also  internationally,  thus  helping  the 
United  States  to  secure  its  rightfiil  place  as  an  international  quality  leader. 

•  The  Baldrige  process  has  provided  a  rigorous,  non-political  examination  process  for 
its  applicants  that  has  proven  effective  in  recognizing  and  truly  understanding  those 
firms  that  have  achieved  superior  results  because  of  quality  management.   Those 
applicants  that  have  won  have  in  turn  been  great  tutors  for  those  who  follow.    Without 
the  designation  as  a  "winner, "  there  is  no  effective  way,  in  the  short  term,  for 
determining  who  is  ahead  because  of  quality  management,  versus  those  who  are  ahead 
because  of  patents,  market  franchise,  or  other  less  quality-related  advantages. 

ASQC  believes  that  one  of  the  most  auspicious  elements  of  the  Baldrige  program--ai)d 
one  of  its  unique  aspects— has  been  its  insistence  right  from  the  beginning  on  the  sharing  of 
information  gained.  The  Baldrige  program  is  really  an  education  program  built  around  the 
sharing  of  best  practices  information.  Since  the  first  award  cycle  in  1987,  there  have  been 
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more  than  50,000  sharing  presentations  by  Award  winners  and  volunteer  participants, 
conducted  at  no  expense  to  the  government.  Included  in  these  are  presentations  at  the 
annual  Quest  for  Excellence  Conference,  which  is  the  primary  showcase  for  winners  to 
explain  their  methods.  The  seven  Quest  conferences  held  to  date  have  been  attended  by 
more  than  6300  persons.  Quest  attendees  consistently  give  high  marks  to  the  quality  of 
the  learning  experience. 

•  Finally,  the  Baldrige  process  is  perceived  as  fair,  and  without  its  own  agenda.  Its 
visibility,  mainly  due  to  the  involvement  of  the  White  House,  and  the  notion  that 
writing  the  application  itself  leads  to  improvement,  make  the  award  one  clearly  worth 
striving  for  and  a  relatively  easy  sell  in  the  boardrooms  of  America. 


Why  Government  Support  and  Involvement? 

•  There  is  no  substitute  for  the  presentation  of  the  award  at  the  White  House.  Private 
sponsorship  simply  cannot  duplicate  the  drama  of  the  existing  presentation. 

•  There  is  also  no  substitute  for  the  perceived  fairness  and  lack  of  organizational 
agenda  that  is  currently  enjoyed  by  government  and  NIST  sponsorship  of  the  award. 
It  is  difficult  to  imagine  anyone  outside  of  the  government  who  could  run  it  in  a 
manner  that  would  garner  the  same  respect  that  is  currently  given  to  the  award. 
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The  nature  of  the  public/private/voluntary  sector  collaboration  within  the  Baldrige  process 
is  not  widely  understood  and  needs  to  be  put  in  perspective. 

The  voluntary  sector,  in  which  ASQC  operates,  is  under  great  pressure  today,  with 
increasing  demands  on  volunteers'  time  and  talents  and  decreasing  corporate  support  for 
voluntary  activities.  Nevertheless,  ASQC's  experience  has  been  that  when  a  need  arises 
the  quality  profession  responds. 

The  very  important  federal  role  of  Baldrige  support,  from  the  Congress  and  the  President, 
energizes  the  people  of  the  voluntary  sector.  They  view  it  as  service  to  the  country  as  well 
as  to  the  profession. 

Since  its  inception,  the  Baldrige  program  has  enjoyed  the  active  participation  of  more  than 
1,000  volunteers,  many  of  whom  have  been  dedicated  members  of  ASQC.  Currently,  the 
program  involves  more  than  400  volunteers  directly,  with  a  total  of  more  than  4,000 
volunteers  involved  in  the  entire  network  of  state  and  local  award  programs  that  have  been 
inspired  by  Baldrige.  Thus,  for  every  employee  of  the  Malcolm  Baldrige  National  Quality 
Award  Office  within  NIST,  there  are  about  150  volunteers.  And  for  every  federal  dollar 
expended  by  NIST,  there  are  non-NIST  contributions  of  about  S?5.    Of  the 
approximately  $100  million  annual  impact  of  the  awards  processes,  about  3%  is  derived 
from  federal  funding  through  NIST.  The  balance  comes  from  volunteer  activities,  from 
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the  private  Foundation  for  the  Malcolm  Baldrige  National  Quality  Award,  and  from 
applicant  fees.  There  is  a  tremendous  amount  of  leverage  at  the  state  and  local  levels,  in 
terms  of  dollars  and  man-hours,  that  goes  largely  unnoticed. 


What  is  ASQC's  Role? 

The  American  Society  for  Quality  Control  has  been  the  leading  quality  improvement 
organization  in  the  United  States  since  its  founding  nearly  50  years  ago.  From  its 
headquarters  in  Milwaukee,  Wisconsin,  ASQC  carries  out  a  variety  of  professional, 
educational,  and  informational  programs  to  serve  the  changing  needs  of  its  more  than 
140,000  members,  their  organizations,  and  society  at  large.  These  programs  include 
courses  and  conferences,  publications,  and  professional  certification.  ASQC  plays  a  key 
role  in  promoting  and  disseminating  research  to  refine  and  advance  knowledge  about  the 
quality  arts  and  sciences.  It  also  plays  a  leading  role  in  international  quality  systems 
standards  activities. 

ASQC  has  been  closely  involved  with  the  Baldrige  Award  since  its  inception.  The  Society 
administers  the  award  program  for  NIST,  working  without  fee  under  contract  awarded  on 
the  basis  of  competitive  bid. 

The  expertise  of  ASQC  members  was  instrumental  in  formation  and  refinement  of  the 
Baldrige  Award  criteria.  ASQC  represents  the  primary  network  of  quality  professionals  in 
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the  United  States,  who  form  the  core  of  the  volunteer  activity  supporting  the  Baldrige 
process  throughout  the  country. 

ASQC  is  a  full-service  professional  society  incorporated  in  the  State  of  New  York  as  a 
501(c)(3)  not-for-profit  organization. 
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